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Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 


Department  of 

Examiners  of  Public  Accounts 


SUMMARY 


Alabama  Institute  for  Deaf  and  Blind 
October  1,  2012  through  September  30,  2013 


Alabama  Institute  for  Deaf  and  Blind  Foundation,  Inc. 
October  1,  2012  through  September  30,  2013 


Today,  the  Alabama  Institute  for  Deaf  and  Blind  (the  “Institute’')  is  made  up  of  five  programs: 
The  Alabama  School  for  the  Deaf,  The  Alabama  School  for  the  Blind.  The  Helen  Keller 
School.  E.  H.  Gentry,  and  the  Alabama  Industries  for  the  Blind.  The  Institute  also  offers 
services  through  Regional  Centers  and  Health  and  Clinical  Services.  The  Alabama  School  for 
the  Deaf  provides  traditional  and  nontraditional  programs  and  educational  experiences  for 
children  ages  3-21  that  are  deaf  or  hard  of  hearing  as  residential  or  day  students.  The  school 
offers  academic  and  occupational  diplomas.  The  Alabama  School  for  the  Blind  offers 
traditional  and  nontraditional  programs  and  educational  experiences  for  children  3-21  with 
vision  loss  as  residents  or  day  students.  The  school  offers  advanced  academic,  academic,  or 
occupational  diplomas.  The  Helen  Keller  School  of  Alabama  serves  children  with  multiple 
disabilities.  The  school  serves  children  ages  3-21  and  provides  individualized  quality 
education,  service  and  care  which  focus  on  the  abilities  of  each  student.  Each  program  is 
accredited  by  the  Southern  Association  of  Colleges  and  Schools  (SACS).  E.  H.  Gentry  is  a 
full  service  education  and  rehabilitation  facility.  E.  H.  Gentry  helps  their  clients  achieve 
economic  independence  through  employment  training,  college  preparation  classes,  and 
independent  living  skills.  E.  H.  Gentry  is  accredited  through  the  Commission  on 
Accreditation  of  Rehabilitation  Facilities.  The  Alabama  Industries  for  the  Blind  is  a diverse 
manufacturing  complex.  Alabama  Industries  for  the  Blind  provides  training  and  employment 
opportunities  for  blind  and  deaf  adults  who  produce  more  than  100  different  items.  The 
Alabama  Institute  for  Deaf  and  Blind  Foundation.  Inc.  (the  “Foundation”)  was  organized  as  a 
non-profit  corporation  exclusively  for  charitable,  scientific  and  education  purposes  to  benefit 
the  Alabama  Institute  for  Deaf  and  Blind. 
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This  report  presents  the  results  of  an  audit,  the  objectives  of  which  were  to  determine  whether 
the  financial  statements  present  fairly  the  financial  position  and  results  of  financial  operations 
and  whether  the  Institute  complied  with  applicable  laws  and  regulations,  including  those 
applicable  to  its  major  federal  financial  assistance  programs.  This  report  also  presents  the 
results  of  an  audit  of  the  Institute’s  component  unit,  the  Foundation,  which  was  audited  by 
other  auditors.  The  Institute’s  audit  was  conducted  in  accordance  with  auditing  standards 
generally  accepted  in  the  United  States  of  America  and  the  standards  applicable  to  financial 
audits  contained  in  Government  Auditing  Standards  issued  by  the  Comptroller  General  of  the 
United  States,  as  well  as,  the  requirements  of  the  Department  of  Examiners  of  Public 
Accounts  under  the  authority  of  the  Code  of  Alabama  1975,  Section  41-5-14.  The 
Foundation  audit  was  conducted  in  accordance  with  auditing  standards  generally  accepted  in 
the  United  States  of  America. 

An  unmodified  opinion  was  issued  on  the  basic  financial  statements  of  the  Institute  and  its 
component  unit,  which  means  the  financial  statements  present  fairly,  in  all  material  respects,  the 
financial  positions  and  the  results  of  operations  for  the  fiscal  years  ending  September  30,  2013. 

There  were  no  findings  in  the  prior  audit. 

Tests  performed  during  the  audit  did  not  disclose  any  significant  instances  of  noncompliance 
with  applicable  state  laws  and  regulations. 

Findings  are  numbered  and  reported  by  the  fiscal  year  in  which  the  finding  originally 
occurred. 

The  following  problem  was  found  with  the  entity’s  internal  controls  over  financial  reporting 
(Exhibit  10). 

♦ 2013-001  The  College  did  not  reconcile  the  Accounts  Payable  Subsidiary  Ledger  to  the 
General  Ledger. 

The  following  officials/employees  were  invited  to  an  exit  conference  to  discuss  the 
findings  and  recommendations  appearing  in  this  report:  Dr.  John  Mascia.  President; 

Lesley  Bollendorf.  Chief  Financial  Officer;  and  Amanda  Fuller,  Executive  Secretary.  The 
following  individuals  attended  the  exit  conference:  Dr.  John  Mascia,  President; 

Lesley  Bollendorf,  Chief  Financial  Officer;  Carol  Conde.  Director  of  Finance  and 
Accounting;  Wanda  Deal.  Director  of  Purchasing;  Jonathan  Sherbert.  Accounting 
Manager;  Billy  Sparkman.  Executive  Director;  Amanda  Fuller,  Executive  Secretary;  and 
Lynwood  French,  Chairman  of  the  Board  of  Trustees.  Representing  the  Department  of 
Examiners  of  Public  Accounts  were:  Melissa  Knepper.  Audit  Manager;  Misty  Medders, 

Examiner;  and  Tom  Tolley,  Examiner. 
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Department  of 

Examiners  of  Public  Accounts 


COMMENTS 


Alabama  Institute  for  Deaf  and  Blind 
October  1,  2012  through  September  30,  2013 

Alabama  Institute  for  Deaf  and  Blind  Foundation,  Inc. 
October  1,  2012  through  September  30,  2013 


Dr.  Joseph  Henry  Johnson  had  a dream  of  a school  for  deaf  children  in  Alabama,  and  in  1858, 
he  approached  Alabama  Governor  A.  B.  Moore  and  the  first  superintendent  of  education, 
William  F.  Perry,  about  opening  a school  for  deaf  children  in  Alabama.  Dr.  Johnson 
settled  his  family  and  students  in  Talladega  in  an  unoccupied  school  building  that  was 
built  by  the  Masons  in  1850.  Dr.  Johnson's  brother-in-law,  Reuben  R.  Asbury  founded  the 
Alabama  School  for  the  Blind  after  Civil  War  imprisonment  left  him  visually  impaired. 
Dr.  Joseph  Henry  Johnson,  Jr.  was  the  second  president  of  the  school  and  served  in  that  position 
for  twenty  years.  Dr.  Joseph  Henry  Johnson,  Jr.  was  successful  in  increasing  enrollment,  as 
well  as  funding.  Fourteen  presidents  have  followed,  increasing  the  Institute’s  reach  to  more 
than  18.513  deaf  and  blind  children,  adults  and  their  families  in  statewide  programs.  In  1932, 
the  adult  blind  department  for  women  began  as  a sewing  project  headed  by  Mrs.  Mattie  Gilbert 
Smith.  The  Adult  Blind  Department  began  to  flourish  during  the  war  and  the  Adult  Blind 
Department  for  Men  was  established  in  1945.  From  these  two  programs  grew  the  Alabama 
Industries  for  the  Blind  and  E.  FI.  Gentry  Technical  Facility.  The  Alabama  Industries  for  the 
blind  is  now  the  second  largest  employer  of  blind  people  in  the  nation. 
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Independent  Auditor ’s  Report 


To:  Dr.  John  Mascia,  President  - Alabama  Institute  for  Deaf  and  Blind 


Report  on  the  Financial  Statements 

We  have  audited  the  accompanying  basic  financial  statements  of  the  Alabama  Institute  for 
Deaf  and  Blind,  as  of  and  for  the  year  ended  September  30,  2013,  as  listed  in  the  table  of 
contents  as  Exhibits  1 through  3. 

Management 's  Responsibility  for  the  Financial  Statements 

Management  is  responsible  for  the  preparation  and  fair  presentation  of  these  financial 
statements  in  accordance  with  accounting  principles  generally  accepted  in  the  United  States  of 
America;  this  includes  the  design,  implementation,  and  maintenance  of  internal  control 
relevant  to  the  preparation  and  fair  presentation  of  financial  statements  that  are  free  from 
material  misstatement,  whether  due  to  fraud  or  error. 

Auditor’s  Responsibility 

Our  responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 
We  did  not  audit  the  financial  statements  of  the  Alabama  Institute  for  Deaf  and  Blind 
Foundation,  Inc.,  a component  unit.  Those  financial  statements  were  audited  by  other 
auditors  whose  report  thereon  has  been  furnished  to  us,  and  our  opinion,  insofar  as  it  relates  to 
the  amounts  included  for  the  Alabama  Institute  for  Deaf  and  Blind  Foundation,  Inc.  is  based 
on  the  report  of  other  auditors.  We  conducted  our  audit  in  accordance  with  auditing  standards 
generally  accepted  in  the  United  States  of  America  and  the  standards  applicable  to  financial 
audits  contained  in  Government  Auditing  Standards , issued  by  the  Comptroller  General  of 
the  United  States.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  basic  financial  statements  are  free  of  material 
misstatement.  The  financial  statements  of  the  Alabama  Institute  for  Deaf  and  Blind 
Foundation,  Inc.  were  not  audited  in  accordance  with  Government  Auditing  Standards. 

An  audit  involves  performing  procedures  to  obtain  audit  evidence  about  the  amounts  and 
disclosures  in  the  financial  statements.  The  procedures  selected  depend  on  the  auditor’s 
judgment  including  the  assessment  of  the  risks  of  material  misstatement  of  the  financial 
statements,  whether  due  to  fraud  or  error.  In  making  those  risk  assessments,  the  auditor 
considers  internal  control  relevant  to  the  entity’s  preparation  and  fair  presentation  of  the 
financial  statements  in  order  to  design  audit  procedures  that  are  appropriate  in  the 
circumstances,  but  not  for  the  purpose  of  expressing  an  opinion  on  the  effectiveness  of  the 
entity’s  internal  control.  Accordingly,  we  express  no  such  opinion.  An  audit  also  includes 
evaluating  the  appropriateness  of  accounting  policies  used  and  the  reasonableness  of 
significant  accounting  estimates  made  by  management,  as  well  as  evaluating  the  overall 
presentation  of  the  financial  statements. 
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We  believe  that  the  audit  evidence  we  have  obtained  is  sufficient  and  appropriate  to  provide  a 
basis  for  our  audit  opinion. 

Opinion 

In  our  opinion,  based  on  our  audit  and  the  report  of  other  auditors,  the  basic  financial 
statements  referred  to  above  present  fairly,  in  all  material  respects,  the  financial  position  of 
the  Alabama  Institute  for  Deaf  and  Blind  and  the  Alabama  Institute  for  Deaf  and  Blind 
Foundation,  Inc.,  as  of  September  30,  2013.  and  its  changes  in  financial  position  and  where 
applicable,  cash  flows  for  the  year  then  ended  in  conformity  with  accounting  principles 
generally  accepted  in  the  United  States  of  America. 

Other  Matters 


Required  Supplementary  Information 

Accounting  principles  generally  accepted  in  the  United  States  of  America  require  that  the 
Management's  Discussion  and  Analysis  (MD&A),  be  presented  to  supplement  the  basic 
financial  statements.  Such  information,  although  not  a part  of  the  basic  financial  statements  is 
required  by  the  Governmental  Accounting  Standards  Board  who  considers  it  to  be  an  essential 
part  of  financial  reporting  for  placing  the  basic  financial  statements  in  an  appropriate 
operational,  economic,  or  historical  context.  We  have  applied  certain  limited  procedures  to 
the  required  supplementary  information  in  accordance  with  auditing  standards  generally 
accepted  in  the  United  States  of  America,  which  consisted  of  inquiries  of  management  about 
the  methods  of  preparing  the  information  and  comparing  the  information  for  consistency  with 
management’s  responses  to  our  inquiries,  the  basic  financial  statements,  and  other  knowledge 
we  obtained  during  our  audit  of  the  basic  financial  statements.  We  do  not  express  an  opinion 
or  provide  any  assurance  on  the  information  because  the  limited  procedures  do  not  provide  us 
with  sufficient  evidence  to  express  an  opinion  or  provide  any  assurance. 

Supplementary  Information 

Our  audit  was  conducted  for  the  purpose  of  forming  an  opinion  on  the  basic  financial 
statements  of  the  Alabama  Institute  for  Deaf  and  Blind,  taken  as  a whole.  The  accompanying 
Schedule  of  Expenditures  of  Federal  Awards  (Exhibit  6)  is  presented  for  purposes  of 
additional  analysis  as  required  by  U.  S.  Office  of  Management  and  Budget  Circular  A- 133, 
Audits  of  States,  Local  Governments,  and  Non-Profit  Organizations , and  is  not  a required 
part  of  the  basic  financial  statements. 
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The  Schedule  of  Expenditures  of  Federal  Awards  is  the  responsibility  of  management  and  was 
derived  from  and  directly  relates  to  the  underlying  accounting  and  other  records  used  to 
prepare  the  basic  financial  statements.  This  information  has  been  subjected  to  the  auditing 
procedures  applied  in  the  audit  of  the  financial  statements  and  certain  additional  procedures, 
including  comparing  and  reconciling  such  information  directly  to  the  underlying  accounting 
and  other  records  used  to  prepare  the  financial  statements  or  to  the  basic  financial  statements 
themselves,  and  other  additional  procedures  in  accordance  with  auditing  standards  generally 
accepted  in  the  United  States  of  America.  In  our  opinion,  the  Schedule  of  Expenditures  of 
Federal  Awards  is  fairly  stated  in  all  material  respects  in  relation  to  the  financial  statements  as 
a whole. 

Other  Reporting  Required  by  Government  Auditing  Standards 

In  accordance  with  Government  Auditing  Standards , we  have  also  issued  our  report  dated 
May  15,  2014,  on  our  consideration  of  the  Alabama  Institute  for  Deaf  and  Blind’s  internal 
control  over  financial  reporting  and  on  our  tests  of  its  compliance  with  certain  provisions  of 
laws,  regulations,  contracts  and  grant  agreements  and  other  matters.  The  purpose  of  that 
report  is  to  describe  the  scope  of  our  testing  of  interna!  control  over  financial  reporting  and 
compliance  and  the  results  of  that  testing,  and  not  to  provide  an  opinion  on  the  internal  control 
over  financial  reporting  or  on  compliance.  That  report  is  an  integral  part  of  an  audit 
performed  in  accordance  with  Government  Auditing  Standards  in  considering  the  Alabama 
Institute  for  Deaf  and  Blind’s  internal  control  over  financial  reporting  and  compliance. 


Ronald  L.  Jones 
Chief  Examiner 

Department  of  Examiners  of  Public  Accounts 


Montgomery,  Alabama 


May  15,  2014 
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Management 's  Discussion  and  Analysis 
(Required  Supplementary  Information) 


Alabama  Institute  for  Deaf  and  Blind 
Management  Discussion  and  Analysis 
For  the  Year  Ended  September  30,  2013 


Introduction 


The  Alabama  Institute  for  Deaf  and  Blind  (the  “Institute”)  has  served  people  with  sensory 
impairments  for  more  than  150  years.  It  is  the  world’s  most  comprehensive  education  and 
rehabilitation  system  serving  approximately  22,427  children  and  adults  who  are  deaf,  blind,  deaf- 
blind,  and  multi-disabled. 

Alabama  School  for  the  Deaf  and  Alabama  School  for  the  Blind  are  accredited  Preschool  through 
Grade  12  programs  serving  individuals  from  three  to  21  years  of  age.  The  Instructional  Resource 
Center  for  the  Blind,  located  on  the  Alabama  School  for  the  Blind  campus,  provides  Braille  and 
large  print  books,  materials  and  other  services  to  all  blind  and  visually  impaired  students  at 
Alabama  Institute  for  Deaf  and  Blind  and  in  public  schools  in  Alabama.  The  Helen  Keller  School  of 
Alabama  is  also  accredited  and  serves  multi-disabled  children  ages  three  to  21.  Adults  age  16  and 
over  pursue  rehabilitation,  technology,  job  or  college  prep  training  at  the  E.  H.  Gentry  Technical 
Facility.  The  E.  H.  Gentry  campus  is  linked  with  Regional  Centers  in  eight  locations  to  provide  job 
and  skill  training  in  local  communities  and  provides  a lifelong  continuum  of  services  for  people 
with  hearing  and  vision  loss.  The  population  served  includes  infants  and  toddlers  to  senior  citizens. 

Alabama  Industries  for  the  Blind  provides  employment  and  job  training  in  a sheltered  environment 
for  165  blind  adults  as  of  September  30,  2013.  Alabama  Industries  for  the  Blind  manufactures  or 
distributes  many  products  used  in  the  home,  offices,  and  by  the  military.  In  addition  to  items 
purchased  for  resale,  products  are  manufactured  in  a variety  of  categories. 

The  Institute’s  campus  programs  served  a total  of  22,427  individuals  as  of  September  30,  2013, 
inclusive  of  6,035  individuals  through  residential  and  outreach  programs.  Additionally,  the  Institute 
served  1 1,659  senior  citizens  with  age  related  hearing  and  vision  loss  and  a total  of  4,733  children 
and  adults  through  the  Regional  Center  programs. 

Alabama  Institute  for  Deaf  and  Blind 
Summary  Financial  Statement  (unaudited) 

For  the  Year  Ended  September  30,  2013 

Statement  of  Net  Position 


Current  Assets 
Current  Liabilities 

$ 

2013 

33,104,195.29 

(5,887,451.74) 

$ 

2012 

22,736,679.55 

(5,641,076.39) 

Change 

$ 10,367,515.74 

(246,375.35) 

Net  Working  Capital 

27,216,743.55 

17,095,603.16 

10,121,140.39 

Non-current  Assets 

30,71 0,361 .82 

37,586,290.86 

(6,875,929.04) 

Non-current  Liabilities 

(1,413,152.67) 

(1,677,394.26) 

264,241.59 

Net  Position 

$ 

56,513,952.70 

$ 

53,004,499.76 

$ 3,509,452.94 

I 


Statement  of  Revenues,  Expenses, 
and  Changes  in  Net  Position 


Operating  Revenue 
Operating  Expense 

2013 

$ 38,991,131  93 

(83,818,855.46) 

2012 

$ 40,125,236  42 
(84,956,882.45) 

Change 

$ (1,1 34, 1 04  49) 
1 ,1 38,026  99 

Net  Operating  Expense 

(44,827,723.53) 

(44,831,646  03) 

3,922.50 

Net  Non-Operating  Revenue 

48,356,710.53 

45,872,284  85 

2,484,425.68 

Income  Before  Other  Revenues 

3,528,987.00 

1,040,638.82 

2,488,348.18 

Other  Revenues 

25,974  33 

306,986  36 

(281,012  03) 

Change  in  Net  Position 

$ 3,554,961.33 

$ 1 ,347,625  1 8 

$ 2,207,336  15 

Statement  of  Net  Position 


The  Statement  of  Net  Position  presents  the  Assets,  Liabilities  and  Net  Position  of  the  Institute  as  of 
September  30,  2013.  The  Statement  of  Net  Position  reflects  the  wealth  accumulated  and  the  debts 
owed  by  the  Institute  as  of  a point  in  time.  It  reflects  the  net  resources  available  to  the  Institute  to 
carry  out  the  mission  it  has  been  assigned  by  the  State  of  Alabama. 

At  September  30,  2013,  the  Institute’s  Total  Assets  of  $63,814,557.11  reflect  an  increase  of 
$3,49 1 ,586.70  from  the  prior  year's  balance  of  $60,322,970.4 1 . 

Total  Liabilities  of  $7,300,604.41  at  September  30,  2013  was  lower  than  the  previous  year  by 
$ 1 7,866.24  with  a balance  of  $7.3 1 8.470.65. 

Net  Position  (formerly  net  assets)  of  $56,5 1 3,952.70  at  September  30,  2013  reflects  an  increase  of 
$3,509,452.94  from  the  prior  year  balance  of  $53,004,499.76. 

Net  working  capital  defined  as  total  Current  Assets  less  total  Current  Liabilities  stood  at 
$27,216,743.55  and  is  $10,121,140.39  higher  than  the  previous  year's  balance  of  $1 7,095,603.16. 
Phis  amount  represents  an  increase  in  net  resources  the  Institute  has  available  for  general  operating 
purposes. 

The  September  30,  2013  cash  balance  of  $ I 8.042,636.71  is  the  Institute’s  most  liquid  asset.  This 
reflects  an  increase  in  cash  and  cash  equivalents  of  $8,447,410.37  from  the  prior  year's  total  of 
$9,595,226.34.  The  increase  includes  proceeds  from  four  certificates  of  deposit  which  were  not 
reinvested  at  maturity  and  the  $1,000,000  Special  Appropriation. 

Accounts  receivable  are  funds  due  to  the  Institute  principally  for  the  sale  of  goods  and  services  and 
contracts  with  restrictions  on  expenditures.  The  prior  year’s  receivables  due  balance  of 
$4,870,637.26  decreased  $630,554.87  for  a September  30.  2013  total  of  $4,240,082.39.  Alabama 
Industries  for  the  Blind  accounts  for  the  decrease  after  GSA  stopped  placing  orders  in  the  3rd 
quarter,  which  significantly  reduced  the  amount  in  open  receivables. 
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The  September  30,  2013  inventory  balance  of  $6,913,165.79  is  $476,596.72  lower  than  last  year’s 
balance  of  $7,389,762.5 1 . The  decrease  is  attributable  to  Alabama  Industries  for  the  Blind’s  market 
value  adjustment  and  the  reduction  of  obsolete  inventory  on  hand. 

Current  Liabilities,  principally  debts  to  be  settled  by  the  Current  Assets,  amount  to  $5,887,45 1 .74  or 
$246,375.35  higher  than  a year  ago  of  $5,641,076.39.  This  net  increase  can  be  traced  to  the 
following  components: 

> Normal  fluctuations  of  Accounts  payable  and  Accrued  expenses. 

> Deferred  revenue  of  $820,688.34  to  be  recognized  during  the  next  fiscal  year. 

> Current  portion  of  long-term  debt  of  $169,591.42. 

During  the  fiscal  year  the  Institute  invested  in  a variety  of  capital  assets  financed 
through  operations.  Other  capital  transactions  occurred  in  the  normal  course  of  business.  The 
September  30,  2013  balance  of  $64,399,020.95  is  $2,481,944.46  higher  than  last  year’s  balance  of 
$61,917,076.49. 

The  Institute  currently  records  depreciation  during  the  fiscal  year.  The  adoption  of  the  straight-line 
depreciation  method  and  the  assignment  of  conservative  useful  lives  allow  operations  to  bear  a fair 
share  of  capital  cost  over  the  estimated  useful  life  of  the  asset.  The  half  year  convention  is  used  in 
the  year  of  acquisition  and  disposal.  The  accumulated  depreciation  as  of  September  30,  2012 
had  a balance  of  $32,951,053.31.  This  amount  increased  by  $2,326,658.96  for  a total  at 
September  30,  2013  of  $35,277,712.27. 

The  Institute  has  a September  30,  2013  Net  Position  of  $56,513,952.70  or  89%  of  Total  Assets. 
This  reflects  an  increase  of  $3,509,452.94  from  the  prior  year’s  fiscal  year-end  balance  of 
$53,004,499.76.  This  is  indicative  of  the  charter  of  the  Institute,  which  does  not  allow  for  the 
issuance  of  independent  bond  issues.  Although  the  Institute  may  borrow  money  for  capital 
improvements,  most  assets  are  financed  from  internal  sources. 

Net  Position  is  divided  into  the  three  components  listed  below  with  each  supporting  a different 
aspect  of  the  Institute. 

> Net  Investment  in  Capital  Assets  - the  Institute’s  total  investment  in  capital  assets,  net  of 
accumulated  depreciation  and  outstanding  principal  balances  of  debt  attributable  to  the 
acquisition,  construction  or  improvement  of  those  assets.  Deferred  outflows  of  resources 
and  deferred  inflows  of  resources  that  are  attributable  to  the  acquisition,  construction,  or 
improvement  of  those  assets  or  related  debt  also  should  be  included  in  this  component  of  net 
position. 

> Restricted  Net  Position  - The  restricted  component  of  net  position  consists  of  restricted 
assets  reduced  by  liabilities  and  deferred  inflows  of  resources  related  to  those  assets. 
Generally,  a liability  relates  to  restricted  assets  if  the  asset  results  from  a resource  flow  that 
also  results  in  the  recognition  of  liability  or  if  the  liability  will  be  liquidated  with  the 
restricted  assets  reported. 
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> Unrestricted  Net  Position  - The  unrestricted  component  of  net  position  is  the  net  amount  of 
the  assets,  deferred  outflows  of  resources,  liabilities,  and  deferred  inflows  of  resources  that 
are  not  included  in  the  determination  of  net  investment  in  capital  assets  or  the  restricted 
component  of  net  position. 

Unrestricted  net  position  represents  resources  derived  primarily  from  state  appropriations, 
grants  and  contracts,  and  sales  and  services  of  base  supply  stores  and  instructional 
departments.  These  resources  are  used  for  transactions  relating  to  the  educational  and 
general  operations  of  the  Institute,  and  used  at  the  discretion  of  the  governing  board  to  meet 
current  expenses  for  any  purpose.  Unrestricted  net  position  may  be  designated  for  specific 
purposes  by  action  of  management  or  the  Board  of  Trustees. 

As  of  September  30,  2013,  50%  of  the  Institute’s  Net  Position,  Unrestricted  was  available  to 
support  the  general  operations  of  the  Institute.  Last  year  the  Net  Position,  Unrestricted  balance  of 
$25,000,704.62  increased  $3,237,263.21  for  a current  year  balance  of  $28,237,967.83  as  of 
September  30,  2013. 


Statement  of  Revenues,  Expenses  and  Change  in  Net  Position 


This  statement  is  a comprehensive,  accrual-based,  statement  summarizing  all  the  transactions 
that  affect  the  Institute’s  Net  Position.  The  exchange  transaction  guidelines  specified  in  GASB 
Statement  #33  were  applied  to  Revenue  and  Expense  and  these  have  been  classified  as  operating 
and  non-operating.  During  the  fiscal  year.  Net  Position  increased  by  $3,509,452.94.  T his  compares 
to  the  previous  fiscal  year  where  the  Net  Position  increased  $1,162,597.93. 

The  Institute  is  funded  through  a combination  of  public  and  private  sources.  As  a state  educational 
institution,  the  largest  funding  source  is  provided  from  Alabama’s  Education  Trust  Fund.  During 
fiscal  year  2013,  the  trust  fund  provided  support  of  $47,569,142.00  or  54%  of  the  Institute’s  total 
revenue.  Funding  from  the  Education  Trust  Fund  is  subject  to  annual  legislative  approval  and  is 
constrained  by  revenue  levels  of  the  trust  fund.  The  appropriation  increased  by  approximately 
$2,000,645.00  or  more  than  4%  from  the  prior  fiscal  year’s  appropriation  of  $45,568,497.00. 

The  Institute  is  supported  by  the  Education  Trust  Fund  and  is  a partial  beneficiary  of  three  bond 
issues  from  the  State  of  Alabama. 
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Total  funding  from  various  sources  is  reflected  in  the  following  chart: 


Alabama  Institute  for  Deaf  and  Blind 
Revenue  by  Source  in  Percentages 
For  the  year  ended  September  30,  2013 


As  shown  in  the  above  chart,  the  State  of  Alabama  provides  approximately  54%  of  the  funds 
necessary  for  the  operation  of  the  Institute.  The  remaining  46%  are  generated  from  federal  or 
private  sources  or  by  selling  products  and  educational  services  to  outside  interests. 

Federal,  State,  and  local  grants  and  contracts  and  revenues  amounted  to  $9,807,362.68.  This  is  an 
increase  of  $1,023,737.22  or  12%  higher  than  the  previous  fiscal  year  balance  of  $8,783,625.46. 
These  grants  provide  support  for  instructional  academics  in  the  Preschool  through  Grade  12 
programs  and  the  technical  training  programs.  Additional  public  services  are  provided  to  citizens  of 
all  ages  through  the  Regional  Centers. 

In  the  normal  course  of  business,  the  Institute  provides  care  and  products  to  students  or  clients 
which  are  reimbursed  by  insurance  or  direct  payment  from  beneficiaries.  These  services  are 
provided  through  residential  educational  programs  and  the  Regional  Centers.  Services  principally 
include  vocational  training,  deaf  interpreting  and  medical  services  provided  to  students.  Payments 
and  reimbursements  for  2012  were  $230,071.31  and  higher  by  $115,828.35  than  the  revenue  for 
2013  of  $1 14,242.96. 

Alabama  Industries  for  the  Blind  operates  through  the  Institute.  This  sheltered  workshop  is 
designed  to  provide  visually  impaired  individuals  with  meaningful  and  substantial  employment. 
During  the  fiscal  year  Alabama  Industries  for  the  Blind  had  product  sales  of  $28,315,882.73 
compared  to  last  year’s  sales  of  $30,4 1 2,982. 1 0. 
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A broad  range  of  products  are  manufactured  and  sold  by  Alabama  Industries  for  the  Blind.  These 
products  include  brooms  and  mops,  paper  products,  sewn  products,  screen-printed  and  embroidered 
products,  and  toner  cartridges. 

These  products  support  employment  for  approximately  165  visually  impaired  individuals.  The 
manufactured  products  generally  have  a higher  cost  than  products  made  by  companies  employing 
only  sighted  individuals.  Products  manufactured  by  Alabama  Industries  for  the  Blind  compete  with 
products  manufactured  by  sighted  individuals  and  are  generally  sold  at  a loss. 

Retail  operations  offer  a combination  of  manufactured  and  purchased  products.  Generally,  the 
purchased  products  are  sold  at  prices  generating  a 10%  to  20%  gross  margin.  Products  carried  in 
retail  operations  range  from  general  office  supplies  to  specialized  military  equipment. 

The  largest  single  customer  of  Alabama  Industries  for  the  Blind  is  the  Federal  Government. 
Governmental  purchases  are  made  through  manufacturing  contracts  (sewn  products)  and  through 
base  supply  centers.  During  fiscal  year  2013,  sales  to  the  Federal  Government  amounted  to 
$23,567,994.80  or  83%  of  total  sales  of  goods  and  services  by  sheltered  workshops  and  base  supply 
centers. 

Total  Institute  operating  expense  for  fiscal  year  2013  amounted  to  $83,818,855.46  or  less  than  1.3% 
lower  than  the  previous  fiscal  year's  balance  of  $84,956,882.45.  The  following  chart  indicates 
expenditures  by  the  natural  expense  category: 

Alabama  Institute  for  Deaf  and  Blind 
Expenditure  by  Natural  Expense  Classification  in  Percentages 
For  the  Year  Ended  September  30,  2013 


Depreciation 
Expense 
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The  Institute  employs  a wide  variety  of  employees.  These  range  from  Classroom  Aides  to 
Teachers,  Production  Workers  to  Administrators.  Personnel  cost  (salaries,  wages  and  fringe 
benefits)  is  the  largest  single  expense  of  the  Institute.  Personnel  cost  equals  58%  of  total  operating 
expenses.  This  percentage  is  lower  than  a traditional  educational  institution  because  it  includes 
resale  and  manufacturing  programs  at  Alabama  Industries  for  the  Blind.  At  September  30,  2013, 
total  Institute’s  employment  stood  at  1312  inclusive  of  regular,  substitute,  contracted,  and 
temporary  employees  costing  $34,3  1 7,455.23.  in  salaries.  Salary  costs  are  less  than  1%  lower  than 
the  fiscal  year  2012  costs  of  $34,346,705.32  in  salaries. 

The  State  of  Alabama  provides  a generous  benefits  package.  These  fringe  benefits  total  17%  of 
total  operating  expense.  The  two  most  significant  components  of  this  benefit  package  are  health 
insurance  and  retirement  cost.  Yearly  fluctuations  are  tied  to  high  medical  inflation,  demand  for 
medical  services,  and  increase/decline  in  financial  markets.  This  percent  decreased  by  less  than  1% 
from  last  year. 

The  Institute  operates  in  multiple  locations.  Its  utility  cost  is  impacted  by  local  pricing,  tax 
conditions,  and  weather  conditions  during  the  fiscal  year.  Total  square  footage  of  the  buildings 
owned  or  leased  by  the  Institute  is  approximately  1,131,673.  During  the  fiscal  year  of  2013  the 
Institute  paid  or  accrued  utility  costs  of  $1,702,71 1.68  which  was  a slight  decrease  of  $65,225.85 
less  than  the  prior  fiscal  year’s  cost  of  $1,767,937.53. 

With  the  adoption  of  GASB  Statement  #35,  the  Institute  began  recording  depreciation  beginning 
with  the  presentation  of  the  September  30,  2002  financial  statements.  Depreciation  is  a fractional 
period  charge  of  asset  costs  spread  over  the  estimated  useful  life  of  buildings  and  equipment. 
During  the  fiscal  year  ending  2013,  the  Institute  recorded  depreciation  expense  of  $2,962,854.90 
compared  to  last  year’s  depreciation  of  $2,81  1,694.10. 

Supplies  and  Operating  Production  Expense  include  supplies,  repairs  and  maintenance,  contractual 
services  and  a significant  portion  of  Alabama  Industries  for  the  Blind’s  cost  of  sales.  These 
expenditures  are  less  than  reported  for  fiscal  year  2012  and  reflect  a decrease  of  $1,219,641. 13  or 
4%.  This  decrease  is  principally  related  to  the  lowered  cost  of  sales  necessary  to  support  the 
decreased  sales  revenue  at  Alabama  Industries  for  the  Blind. 


Statement  of  Cash  Flows 


The  Institute’s  cash  and  cash  equivalent  balance  of  $1 8,042,636.71  increased  $8,447,410.37  from 
the  previous  year-end  balance  of  $9,595,226.34.  A variety  of  transactions  enter  into  the 
determination  of  cash  flow  to  include  investments,  capital  purchases,  and  related  financing 
activities.  The  Institute  continues  to  have  adequate  cash  flow  which  allows  it  to  maintain  a minimal 
cash  reserve. 
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Basic  Financial  Statements 
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Statement  of  Net  Position 
September  30,  2013 


ASSETS 


Current  Assets 

Cash  and  Cash  Equivalents 

$ 

18,042,636.71 

Investments 

3,895,497.86 

Accounts  Receivable,  Net 

4,240,082.39 

Prepaid  Expenses 

12,812.54 

Inventories 

6,913,165.79 

Total  Current  Assets 

33,104,195.29 

Noncurrent  Assets 

Investments 

1,589,053.14 

Capital  Assets: 

Land 

2,034,639.58 

Lease  Hold  Improvements 

653,552.18 

Building  Improvements 

13,612,963.47 

Buildings 

30,987,766.20 

Equipment  and  Furniture 

8,277,705.10 

Library  Holdings 

7,092,999.82 

Land  Improvements 

874,366.77 

Construction  in  Progress 

865,027.83 

Less:  Accumulated  Depreciation 

(35,277,712.27) 

Total  Capital  Assets,  Net  of  Depreciation 

29,121 ,308.68 

Total  Noncurrent  Assets 

30,71 0,361 .82 

Total  Assets 

$ 

63,814,557.11 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  statement. 
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Exhibit  #1 


LIABILITIES 
Current  Liabilities 


Accounts  Payable 

$ 

3,748,578  80 

Deposit  Liabilities 

199,754  62 

Deferred  Revenue 

820,688.34 

Mortgage  Payable 

169,591  42 

Compensated  Absences 

948,838.56 

Total  Current  Liabilities 

5,887,451  74 

Noncurrent  Liabilities 

Mortgage  Payable 

1 ,203,102  91 

Compensated  Absences 

210,049  76 

Total  Noncurrent  Liabilities 

1,413,152.67 

Total  Liabilities 

7,300,604  41 

NET  Position 

Net  Investment  in  Capital  Assets 
Restricted  for: 

Nonexpendable 

27,748,614.35 

Scholarships  and  Fellowships 
Expendable: 

5,000.00 

Scholarships  and  Fellowships 

288,608  62 

Instructional  Department  Uses 

160,858  91 

Loans 

48,418.10 

Other 

24,484  89 

Unrestricted 

28,237,967.83 

Total  Net  Position 

$ 

56,513,952.70 

Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 
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Exhibit  # 1 
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Statement  of  Revenues , Expenses  and  Changes  in  Net  Position 
For  the  Year  Ended  September  30 , 2013 


OPERATING  REVENUES 

Medical  and  Medicaid  Services 
Federal  Grants  and  Contracts 
State  and  Local  Grants  and  Contracts 
Private  Grants 

Sale  of  Goods  and  Services  by  Sheltered  Workshops 
Sales  and  Services  of  Educational  Departments 
Other  Operating  Revenues 
Total  Operating  Revenues 


$ 114,242  96 

9,596,053.30 
211,309.38 
267,620.16 
28,315,882.73 
472,879.44 

13,143.96 

38,991 , 1 31  93 


OPERATING  EXPENSES 

Instruction 

Sheltered  Workshops  and  Base  Supply  Centers 

Public  Service 

Academic  Support 

Student  Services 

Operation  and  Maintenance 

Institutional  Support 

Depreciation 

Total  Operating  Expenses 


13,302,558  65 
32,725,259  89 
6, 147,066  01 
5,514,601 . 1 7 
13,320,085  20 
5,811,364  18 
4,035,065  46 
2,962,854  90 
83,818,855  46 


Operating  Income  (Loss) 


(44,827,723.53) 


NONOPERATING  REVENUES  (EXPENSES) 

State  Appropriations 
Interest  on  Related  Debt 
Interest  Income 
Investment  Income 
Sale  of  Property 
Other  Nonoperating  Revenues 
Net  Nonoperating  Revenues 

Income  Before  Other  Revenues,  Expenses,  Gains,  or  Losses 
Capital  Donations 

Changes  in  Net  Position 

Total  Net  Position  - Beginning  of  Year,  as  Restated  (See  Note  16) 
Total  Net  Position  - End  of  Year 


47,569,142  00 
(62,397  36) 
144,477.65 
1,785  80 
43,118.50 
660,583  94 
48,356,710.53 
3,528,987.00 

25,974.33 

3,554,961.33 
52,958,991.37 
$ 56,513,952  70 


The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  statement 


Alabama  Institute  for  Deaf  and  Blind 
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Statement  of  Cash  Flows 

For  the  Year  Ended  September  30,  2013 


CASH  FLOWS  FROM  OPERATING  ACTIVITIES 

Medical  and  Medicaid  Services 
Grants  and  Contracts 

Sales  and  Services  of  Educational  Departments 
Sales  and  Services  of  Sheltered  Workshops 
Payments  to  Suppliers 
Payments  to  Employees 
Utilities 

Payments  for  Benefits 
Other  Receipts  (Payments) 

Net  Cash  Provided  (Used)  by  Operating  Activities 

$ 97,734.01 

10,551,379.41 
281,896.96 
29,717,546.85 
(30,118,342.85) 
(34,661,684.57) 
(1,702,711.68) 
(14,393,989.59) 
(278,162.42) 
(40,506,333.88) 

CASH  FLOWS  FROM  NONCAPITAL  FINANCING  ACTIVITIES 

State  Appropriations 

Other  Nonoperating  Revenues/Expenses 
Deposit  Liabilities 

Net  Cash  Provided  (Used)  by  Noncapital  Financing  Activities 

47,569,142.00 

660,583.94 

(10,455.71) 

48,219,270.23 

CASH  FLOWS  FROM  CAPITAL  AND  RELATED  FINANCING  ACTIVITIES 

Purchases  of  Capital  Assets 
Capital  Projects  (Donation) 

Sale  of  Property 

Principal  Paid  on  Capital  Debt 

Interest  Paid  on  Capital  Debt 

Net  Cash  Provided  (Used)  by  Capital  and  Related  Financing  Activities 

(3,143,699.76) 

25,974.33 

43,118.50 

(162,514.50) 

(62,397.36) 

(3,299,518.79) 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES 

Investment  Income 

Interest  on  Investments 

Proceed  from  Sale  or  Maturity  of  Investments 

Purchase  of  Investments 

Net  Cash  Provided  (Used)  by  Investing  Activities 

144,477.65 

1,785.80 

9,372,280.36 

(5,484,551.00) 

4,033,992.81 

Net  Increase  (Decrease)  in  Cash  and  Cash  Equivalents 
Cash  and  Cash  Equivalents  - Beginning  of  Year 
Cash  and  Cash  Equivalents  - End  of  Year 

8,447,410.37 
9,595,226.34 
$ 18,042,636.71 

The  accompanying  Notes  to  the  Financial  Statements  are  an  integral  part  of  this  statement. 

Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 


5 


Exhibit  #3 


Reconciliation  of  Net  Operating  Revenues  (Expenses)  to  Net 
Cash  Provided  (Used)  by  Operating  Activities: 

Operating  Income  (Loss) 

Adjustments  to  Reconcile  Net  Operating  Income  (Loss) 
to  Net  Cash  Provided  (Used)  by  Operating  Activities: 

Depreciation  Expense 
Changes  in  Assets  and  Liabilities: 

(lncrease)/Decrease  in  Receivables,  Net 
(lncrease)/Decrease  in  Inventories 
(lncrease)/Decrease  in  Other  Assets 
lncrease/(Decrease)  in  Accounts  Payable 
lncrease/(Decrease)  in  Deferred  Revenue 
lncrease/(Decrease)  in  Compensated  Absences 

Net  Cash  Provided  (Used)  by  Operating  Activities 


$ (44,827,723.53) 


2,962,854  90 

630,554.87 
476,596  72 
116,228  22 
(53,903  79) 
272,111  29 
(83,052.56) 


$ (40,506,333.88) 
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This  Page  Intentionally  Blank 


Consolidated  Statements  of  Financial  Position 
Alabama  Institute  for  Deaf  and  Blind  Foundation , Inc. 

As  of  September  30 , 2013 

With  Comparative  Totals  for  the  Year  Ended  September  30 , 2012 


September  30, 


2013 

2012 

Assets 

Cash 

$ 1,099,599 

$ 

2,709,638 

Contributions  Receivable,  Net  of  Allowance 

284,374 

554,321 

Notes  Receivable 

23,801 

21,942 

Other  Assets 

30,006 

27,461 

Investments  Held  at  Fair  Value 

7,719,115 

5,230,143 

Investments  Held  at  Cost 

486,881 

500,000 

Property  and  Equipment,  Net 

916,364 

799,596 

Interest  in  Perpetual  Trust  Held  by  Others 

1,333,970 

232,644 

Total  Assets 

11,894,110 

10,075,745 

Liabilities  and  Net  Assets 
Liabilities 

Accounts  Payable 

22,586 

18,741 

Accrued  Expenses 

1,527 

1,348 

Total  Liabilities 

24,113 

20,089 

Net  Assets 

Unrestricted 

5,007,032 

4,461,762 

Temporarily  Restricted 

2,632,743 

2,470,641 

Permanently  Restricted 

4,230,222 

3,123,253 

Total  Net  Assets 

11,869,997 

10,055,656 

Total  Liabilities  and  Net  Assets 

$ 11,894,110 

$ 

10,075,745 

See  accompanying  notes  to  financial  statements 
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Consolidated  Statements  of  Activity 

Alabama  Institute  for  Deaf  and  Blind  Foundation , Inc. 

For  the  Year  Ended  September  30,  2013 

With  Comparative  Totals  for  the  Year  Ended  September  30,  2012 


Temporarily 
Unrestricted  Restricted 


Revenue  and  Support 


Contributions 

$ 

196,790  $ 

404,020 

Investment  Income 

287,458 

365,039 

Gain  (Loss)  on  Interest  in  Perpetual  Trust  Held  by  Others 

- 

- 

Special  Events 

115,786 

- 

Other  Income 

28,214 

18,727 

Net  Assets  Released  from  Restrictions 

625,834 

(625,684) 

Total  Revenue  and  Support 

1,254,082 

162,102 

Expenditures 

Program  Services 

546,210 

- 

Special  Events 

49,470 

- 

Management  and  General 

105,952 

- 

Fundraising 

7,180 

- 

Total  Expenditures 

708,812 

- 

Increase  (Decrease)  in  Net  Assets 

545,270 

162,102 

Net  Assets  - Beginning  of  Year 

4,461,762 

2,470,641 

Net  Assets  - End  of  Year 

$ 

5,007,032  $ 

2,632,743 

See  accompanying  notes  to  financial  statements. 
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Permanently 

For  the  Years  Ended  September  30, 

Restricted 

2013  2012 

$ 1,171,022  $ 

1,771,832  $ 

1,416,105 

(13) 

652,484 

782,456 

(63,890) 

(63,890) 

24,006 

- 

115,786 

102,789 

- 

46,941 

53,738 

(150) 

- 

- 

1,106,969 

2,523,153 

2,379,094 

- 

546,210 

557,614 

- 

49,470 

50,586 

- 

105,952 

103,431 

- 

7,180 

1,761 

- 

708,812 

713,392 

1,106,969 

1,814,341 

1,665,702 

3,123,253 

10,055,656 

8,389,954 

$ 

4,230,222  $ 

11,869,997  $ 

10,055,656 
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Notes  to  the  Financial  Statements 

For  the  Year  Ended  September  30,  2013 


Note  l - Summary  of  Significant  Accounting  Policies 

The  financial  statements  of  Alabama  Institute  for  Deaf  and  Blind  (the  “Institute”)  are  prepared  in 
accordance  with  accounting  principles  generally  accepted  in  the  United  States  of  America 
(GAAP).  The  Governmental  Accounting  Standards  Board  (GASB)  is  the  accepted 
standard-setting  body  for  establishing  governmental  accounting  and  financial  reporting 
principles.  The  more  significant  accounting  policies  of  the  Institute  are  described  below. 

A.  Reporting  Entity 

The  Institute  is  a component  unit  of  the  State  of  Alabama.  A component  unit  is  a legally 
separate  organization  for  which  the  elected  officials  of  the  primary  government  are  financially 
accountable.  The  Governmental  Accounting  Standards  Board  (GASB)  in  Statement  Number  14, 
“The  Financial  Reporting  Entity,”  states  that  a primary  government  is  financially  accountable  for 
a component  unit  if  it  appoints  a voting  majority  of  the  organization’s  governing  body  and  (1)  it 
is  able  to  impose  its  will  on  that  organization  or  (2)  there  is  a potential  for  the  organization  to 
provide  specific  financial  benefits  to,  or  impose  specific  financial  burdens  on,  the  primary 
government.  In  this  case,  the  primary  government  is  the  State  of  Alabama  and  the  Governor 
appoints  the  Institute’s  Board  of  Trustees.  In  addition,  the  Institute  receives  a substantial  portion 
of  its  funding  from  the  State  of  Alabama  (potential  to  impose  a specific  financial  burden).  Based 
on  these  criteria,  the  Institute  is  considered  for  financial  reporting  purposes  to  be  a component 
unit  of  the  State  of  Alabama. 

B.  Component  Units 

The  Alabama  Institute  for  Deaf  and  Blind  Foundation.  Inc.  (the  “Foundation”)  is  organized 
exclusively  for  charitable,  scientific  and  educational  purposes  for  the  benefit  of  the  Institute. 
Because  of  the  significance  of  the  relationship  between  the  Institute  and  the  Foundation,  the 
Foundation  is  considered  a component  unit  of  the  Institute.  The  Foundation’s  financial 
statements  and  accompanying  notes  are  reported  separately  because  of  the  difference  in  the 
reporting  model  for  the  Foundation.  The  Foundation  follows  the  Financial  Accounting 
Standards  Board  (FASB)  rather  than  the  Governmental  Accounting  Standards  Board  (GASB). 
As  a result,  certain  revenue  recognition  criteria  and  presentation  features  are  different  from 
GASB  revenue  recognition  criteria  and  presentation  features.  No  modifications  have  been  made 
to  the  Foundation’s  financial  statements  for  these  differences. 

C.  Measurement  Focus , Basis  of  Accountins  and  Financial  Statement  Presentation 

The  financial  statements  of  the  Institute  have  been  prepared  using  the  economic  resources 
measurement  focus  and  the  accrual  basis  of  accounting.  Revenues  are  recorded  when  earned  and 
expenses  are  recorded  when  a liability  is  incurred,  regardless  of  the  timing  of  the  related  cash 
flows.  Grants  and  similar  items  are  recognized  as  revenue  as  soon  as  all  eligibility  requirements 
imposed  by  the  provider  have  been  met. 
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The  Institute  follows  all  applicable  GASB  pronouncements  as  well  as  the  following 
pronouncements  issued  on  or  before  November  30,  1989  unless  those  pronouncements  conflict 
with  or  contradict  GASB  pronouncements:  Financial  Accounting  Standards  Board  (FASB) 

Statements  and  Interpretations,  Accounting  Principles  Board  (APB)  Opinions,  and  Accounting 
Research  Bulletins  (ARBs). 

It  is  the  policy  of  the  Institute  to  first  apply  restricted  resources  w hen  an  expense  is  incurred  and 
then  apply  unrestricted  resources  when  both  restricted  and  unrestricted  resources  are  available. 

The  Statement  of  Revenues,  Expenses  and  Changes  in  Net  Position  distinguishes  between 
operating  and  nonoperating  revenues.  Operating  revenues,  such  as  tuition  and  fees,  result  from 
exchange  transactions  associated  with  the  principal  activities  of  the  Institute.  Exchange 
transactions  are  those  in  which  each  party  to  the  transactions  receives  or  gives  up  essentially 
equal  values.  Nonoperating  revenues  arise  from  exchange  transactions  not  associated  with  the 
Institute's  principal  activities,  such  as  investment  income  and  from  all  nonexchange  transactions, 
such  as  state  appropriations. 

D.  Assets,  Liabilities,  and  Net  Position 

1.  Deposits  and  Investments 

Cash  and  cash  equivalents  include  cash  on  hand,  demand  deposits  and  short-term  investments 
w ith  original  maturities  of  three  months  or  less  from  the  date  of  acquisition. 

Statutes  authorize  the  Institute  to  invest  in  the  same  type  of  instruments  as  allowed  by  Alabama 
law  for  domestic  life  insurance  companies.  This  includes  a wide  range  of  investments,  such  as 
direct  obligations  of  the  United  States  of  America,  obligations  issued  or  guaranteed  by  certain 
federal  agencies,  and  bonds  of  any  state,  county,  city,  town,  village,  municipality,  district  or 
other  political  subdivision  of  any  state  or  any  instrumentality  or  board  thereof  or  of  the  United 
States  of  America  that  meet  specified  criteria. 

Investments  are  reported  at  fair  value  based  on  quoted  market  prices,  except  for  money  market 
investments  and  repurchase  agreements,  which  are  reported  at  amortized  cost. 

2.  Receivables 


Accounts  receivable  relate  to  amounts  due  from  federal  grants,  state  grants  and  contracts, 
customer  sales,  and  private  agencies.  The  receivables  are  shown  net  of  allowance  for  doubtful 
accounts. 
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3.  Inventories 


The  inventories  are  comprised  of  (1)  raw  materials  (2)  work  in  process,  (3)  finished  goods  and 
(4)  consumable  supplies.  Raw  material  inventories  are  valued  using  the  FIFO  method  while 
manufactured  inventories  are  valued  at  market.  Market  is  calculated  as  selling  prices  less 
twenty-one  percent,  which  represents  a management  estimate  of  the  cost  of  disposition. 
Consumable  supplies  are  valued  using  the  first  in/first  out  (FIFO)  method. 

4.  Capital  Assets 

Capital  assets,  other  than  intangibles,  with  a unit  cost  of  over  $5,000  and  an  estimated  useful  life 
in  excess  of  one  year,  and  all  library  books,  are  recorded  at  historical  cost  or  estimated  historical 
cost  if  purchased  or  constructed.  The  capitalization  threshold  for  intangible  assets  such  as 
capitalized  software  and  internally  generated  computer  software  is  $1  million  and  $100,000  for 
easements  and  land  use  rights  and  patents,  trademarks  and  copyrights.  In  addition,  works  of  art 
and  historical  treasures  and  similar  assets  are  recorded  at  their  historical  cost.  Donated  capital 
assets  are  recorded  at  fair  market  value  at  the  date  of  donation.  Land,  Construction  in  Progress 
and  intangible  assets  with  indefinite  lives  are  the  only  capital  assets  that  are  not  depreciated. 
Depreciation  is  not  allocated  to  a functional  expense  category.  The  costs  of  normal  maintenance 
and  repairs  that  do  not  add  to  the  value  of  the  asset  or  materially  extend  its  life  are  not 
capitalized. 

Major  outlays  for  capital  assets  and  improvements  are  capitalized  as  projects  are  constructed. 
The  amount  of  interest  to  be  capitalized  is  calculated  by  offsetting  interest  expense  incurred  from 
the  date  of  the  borrowing  until  completion  of  the  project  with  interest  earned  on  invested 
proceeds  over  the  same  period. 

Maintenance  and  repairs  are  charged  to  operations  when  incurred.  Betterments  and  major 
improvements  which  significantly  increase  values,  change  capacities  or  extend  useful  lives  are 
capitalized.  Upon  the  sale  or  retirement  of  fixed  assets  being  depreciated  using  the  straight-line 
method,  the  cost  and  related  accumulated  depreciation  are  removed  from  the  respective  accounts 
and  any  resulting  gain  or  loss  is  included  in  the  results  of  operation. 
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The  method  of  depreciation  and  useful  lives  of  the  capital  assets  are  as  follows: 


Assets 

Depreciation 

Method 

Useful 

Lives 

Buildings 

Straight-Line 

40  years 

Building  Improvements 

Straight-Line 

10  years 

Intangible  Assets 

Straight-Line 

Capitalized  Software 

10  years 

Internally  Generated  Computer  Software 

10  years 

Easements  and  Land  Use  Rights 

20  years 

Patents,  Trademarks,  and  Copyrights 

20  years 

Equipment: 

Straight-Line 

ADP,  Light  Duty  Office  Equipment,  Miscellaneous  Equipment 

3 years 

Delivery  Trucks 

4 years 

Communication  Equipment 

5 years 

Heavy  Duty  Appliances,  Medical  Equipment  and  Heavy  Duty  Trucks 

6 years 

Buses,  Athletic  Equipment,  Heavy  Motorized  Machinery  and  Heavy  AIB  Machinery 

9 years 

Communication  Equipment  Systems  (Phone  Radio,  Camera) 

10  years 

Library  Materials 

5 years 

5.  Lone-Term  Obligations 

Long-term  debt  and  other  long-term  obligations  are  reported  as  liabilities  in  the  Statement  of 
Position. 


6.  Compensated  A bsences 

The  Board  of  Trustees  determines  annual  and  sick  leave  policies  for  the  Institute’s  employees. 
The  annual  and  sick  leave  policies  adopted  by  the  Institute  are  as  follows: 

No  liability  is  recorded  for  sick  leave.  Substantially  all  full-time  employees  of  the  Institute  earn 
12  days  of  sick  leave  each  year  with  unlimited  accumulation.  Payment  is  not  made  to  employees 
for  unpaid  sick  leave  at  termination  or  retirement. 

All  Institute  twelve-month  employees  earn  one-day  annual  leave  per  month  with  accumulation 
limited  to  60  days.  Institute  instructional  employees  do  not  earn  annual  leave.  ADRS-Managed 
Alabama  Institute  for  Deaf  and  Blind  Joint  Services  Employees  earn  annual  leave  at  a rate  that 
varies  from  13  to  29  days  per  year  depending  on  duration  of  employment,  with  accumulation 
limited  to  60  days.  Payment  is  made  to  employees  for  unused  leave  at  termination  or 
retirements. 
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7.  Deferred  Revenue 

Revenues  received  but  related  to  the  period  after  September  30,  2013,  have  been  deferred. 

8.  Net  Position 


Net  position  is  required  to  be  classified  for  accounting  and  reporting  purposes  into  the  following 
categories: 

♦ Net  Investment  in  Capital  Assets  - Capital  assets,  including  restricted  capital  assets,  reduced 
by  accumulated  depreciation  and  by  outstanding  principal  balances  of  debt  attributable  to  the 
acquisition,  construction  or  improvement  of  those  assets.  Deferred  outflows  of  resources  and 
deferred  inflows  of  resources  that  are  attributable  to  the  acquisition,  construction,  or 
improvement  of  those  assets  or  related  debt  are  also  included  in  this  component  of  net 
position.  Any  significant  unspent  related  debt  proceeds  or  inflows  of  resources  at  year-end 
related  to  capital  assets  are  not  included  in  this  calculation. 

♦ Restricted: 

N Nonexpendable  - Net  Position  subject  to  externally  imposed  stipulations  that  they  be 
maintained  permanently  by  the  Institute.  Such  assets  include  the  Institute’s  permanent 
endowment  funds. 

S Expendable  - Net  Position  whose  use  by  the  Institute  is  subject  to  externally  imposed 
stipulations  that  can  be  fulfilled  by  actions  of  the  Institute  pursuant  to  those  stipulations 
or  that  expire  by  the  passage  of  time.  These  include  funds  held  in  federal  loan  programs. 

♦ Unrestricted  - Net  Position  is  the  net  amount  of  the  assets,  deferred  outflows  of  resources, 
liabilities,  and  deferred  inflows  of  resources  that  are  not  included  in  the  determination  of  net 
investment  in  capital  assets  or  the  restricted  component  of  net  position.  Unrestricted  net 
position  may  be  designated  for  specific  purposes  by  action  of  management  or  the  Board  of 
Trustees. 

9.  Federal  Financial  Assistance  Programs 

The  Institute  participates  in  various  federal  programs.  Federal  programs  are  audited  in 
accordance  with  the  Single  Audit  Act  Amendments  of  1996,  the  U.  S.  Office  of  Management  and 
Budget  Revised  Circular  A- 1 33,  Audits  of  States,  Local  Governments  and  Non-Profit 
Organizations,  and  the  Office  of  Management  and  Budget  (OMB)  Compliance  Supplement. 
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Note  2 - Deposits  and  Investments 

A.  Deposits 

The  Institute’s  deposits  at  year-end  were  held  by  financial  institutions  in  the  State  of  Alabama's 
Security  for  Alabama  Funds  Enhancement  (SAFE)  Program.  The  SAFE  Program  was 
established  by  the  Alabama  Legislature  and  is  governed  by  the  provisions  contained  in  the  Code 
of  Alabama  1975.  Sections  41-1 4 A- 1 through  41-I4A-14.  Under  the  SAFE  Program  all  public 
funds  are  protected  through  a collateral  pool  administered  by  the  Alabama  State  Treasurer's 
Office.  Under  this  program,  financial  institutions  holding  deposits  of  public  funds  must  pledge 
securities  as  collateral  against  those  deposits.  In  the  event  of  failure  of  a financial  institution, 
securities  pledged  by  that  financial  institution  would  be  liquidated  by  the  State  Treasurer  to 
replace  the  public  deposits  not  covered  by  the  Federal  Depository  Insurance  Corporation  (FDIC). 
If  the  securities  pledged  fail  to  produce  adequate  funds,  every  institution  participating  in  the  pool 
would  share  the  liability  for  the  remaining  balance. 

The  Statement  of  Net  Position  classification  “cash  and  cash  equivalents”  includes  all  readily 
available  cash  such  as  petty  cash,  demand  deposits,  and  certificates  of  deposits  with  maturities  of 
three  months  or  less. 

B.  Investments 


The  Institute  may  invest  its  funds  in  securities  and  investments  authorized  by  the 
Code  of  Alabama  1975.  Section  16-13-2,  Sections  27-1-8  and  27-1-9,  and  Sections  27-41-1 
through  27-41-41.  These  laws  provide  that  the  Institute  may  invest  in  the  same  type  of 
instruments  as  allowed  by  Alabama  law  for  domestic  life  insurance  companies.  This  includes  a 
wide  range  of  investments,  such  as  direct  obligations  of  the  United  States  of  America, 
obligations  issued  or  guaranteed  by  certain  federal  agencies,  and  bonds  of  any  state,  county,  city, 
town,  village,  municipality,  district  or  other  political  subdivision  of  any  state  or  any 
instrumentality  or  board  thereof  of  the  United  States  of  America  that  meet  specified  criteria.  The 
Institute’s  investment  policy  permits  investments  in  the  following:  I)  U.  S.  Treasury  bills,  notes, 
bonds,  and  stripped  Treasuries  2)  U.  S.  Agency  notes,  bonds,  debentures,  discount  notes  and 
certificates,  3)  certificates  of  deposit  (CDs),  checking  and  money  market  accounts  of  savings  and 
loan  associations,  mutual  savings  banks,  or  commercial  banks  whose  accounts  are  insured  by 
FD1C/FSEIC,  and  who  are  designated  a Qualified  Public  Depository  (QPD)  under  the  SAFE 
Program;  4)  mortgage  backed  securities  (MBSs),  5)  mortgage-related  securities  including 
collateralized  mortgage  obligations  (CMOs)  and  real  estate  mortgage  investment  conduits 
(REMIC)  securities,  6)  repurchase  agreements,  and  7)  stocks  and  bonds  which  have  been 
donated  to  the  institution. 
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The  Statement  of  Net  Position  investment  classification  consists  of  non-negotiable  certificates  of 
deposit  in  the  amount  of  $5,468,663.80  and  an  endowment  stock  account  of  $15,887.20. 
Certificates  of  deposits  are  not  subject  to  risk  categorization  because  they  are  considered  deposits 
for  the  purpose  of  this  note.  The  endowment  stock  account  is  immaterial  to  the  risk 
categorization. 

Interest  Rate  Risk  - Interest  rate  risk  is  the  risk  that  changes  in  interest  rates  will  adversely  affect 
the  fair  value  of  an  investment.  The  Institute  does  not  have  a formal  investment  policy  that 
limits  investment  maturities  as  a means  of  managing  its  exposure  to  fair  value  losses  arising  from 
increased  interest  rates. 

Custodial  Credit  Risk  - For  an  investment,  this  is  the  risk  that,  in  the  event  of  the  failure  of  the 
counterparty,  the  government  will  not  be  able  to  cover  the  value  of  its  investments  or  collateral 
securities  that  are  in  the  possession  of  an  outside  party.  The  Institute  does  not  have  a policy  for 
custodial  risk. 

Note  3 - Receivables 


Receivables  are  reported  net  of  uncollectible  amounts  and  are  summarized  as  follows: 


Accounts  Receivable: 

Federal 

$1,108,085.16 

State 

329,190.18 

Customers 

2,891,113.32 

Private  Agencies 

11,302.73 

Less:  Allowance  for  Doubtful  Accounts 

(99,609.00) 

Total  Accounts  Receivable,  Net 

$4,240,082.39 
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Note  4 - Inventories 


Consumable  supplies  are  reported  for  Children  and  Youth  cafeteria  food  and  HCS  Audiology, 
and  the  Adult  programs  at  E.  H.  Gentry.  Industry  inventories  represent  the  majority  of  the 
inventories,  which  consist  of  raw  materials,  work  in  process  and  finished  goods. 


Adult  Proqrams 

E H.  Gentry 

$ 51,426.33 

Industries  for  the  Blind 

Raw  Materials 

1,032,724.74 

Work-In-Process 

967,767.90 

Finished  Goods 

4,741,623.78 

Children  and  Youth 

Food 

113,993  04 

Audiology 

5,630.00 

Total  All  Divisions 

$6,913,165.79 

Note  5 - Capital  Assets 


Capital  asset  activity  for  the  year  ended  September  30,  2013,  was  as  follows: 


Restated 

Beginning 

Balance 

Reclassification 

and 

Adjustments 

Additions 

Deductions 

Ending 

Balance 

Land 

$ 2,034,639  58 

$ 

$ 

$ 

$ 2,034,639  58 

Land  Improvements 

874,366.77 

874,366  77 

Lease  Hold  Improvements 

653,552  18 

653,552  18 

Improvements 

13,236,699  18 

314,822  19 

61,442  10 

13,612,963  47 

Buildings 

30,987,766  20 

30,987,766  20 

Equipment  and  Furniture 

7,348,242  71 

1 ,247,321 .71 

(317,859.32) 

8,277,705  10 

Construction  in  Progress 

314,822  19 

(314,822  19) 

865,027  83 

865,027  83 

Library  Collections 

6,466,987  68 

(28,568  93) 

969,908.12 

(315,327  05) 

7,092,999  82 

Total 

61,917,076  49 

(28,568  93) 

3,143,699  76 

(633,186  37) 

64,399,020  95 

Less  Accumulated  Depreciation 

Land  Improvements 

176,955  89 

21,859.17 

198.815.06 

Lease  Hold  Improvements 

39,213  14 

26,142  09 

65,355  23 

Improvements 

7,301,773.35 

1,101,218  36 

8,402,991  71 

Buildings 

15,134,666  92 

620,858  62 

15,755,525  54 

Equipment  and  Furniture 

6,212,070  10 

464,172  77 

(317.859  32) 

6,358.383  55 

Library  Collections 

4,086,373  91 

(3,009  57) 

728,603  89 

(315,327  05) 

4,496,641  18 

Total  Accumulated  Depreciation 
Capital  Assets,  Net 

32,951,053  31 

(3,009.57) 

2,962,854  90 

(633,186  37) 

35,277,712  27 

$28,966,023  18 

$ (25,559  36) 

$ 180,844  86 

$ 

$29,121 ,308  68 
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Note  6 - DeHned  Benefit  Pension  Plan 
A.  Plan  Description 

The  Institute  contributes  to  the  Teachers’  Retirement  System  of  Alabama,  a cost-sharing 
multiple-employer  public  employee  retirement  system  for  the  various  state-supported 
educational  agencies  and  institutions.  This  plan  is  administered  by  the  Retirement  Systems  of 
Alabama. 

Full-time  employees  of  the  Institute  are  members  of  the  Teachers’  Retirement  System. 
Membership  is  mandatory  for  covered  or  eligible  employees  of  the  Institute.  Benefits  vest  after 
10  years  of  creditable  service.  Tier  I employees  (those  hired  prior  to  January  2013)  may  retire  at 
any  age  after  25  years  of  service  or  at  age  60  with  10  years  of  service.  Tier  2 employees  (those 
hired  beginning  January  2013  and  after)  may  retire  at  age  62  with  10  or  more  years  of  service. 

Retirement  benefits  are  calculated  by  two  methods  with  the  retiree  receiving  payment  under  the 
method  which  yields  the  highest  monthly  benefit.  The  methods  are  ( 1 ) Minimum  Guaranteed,  or 
(2)  Formula,  of  which  the  Formula  method  usually  produces  the  highest  monthly  benefit.  Under 
this  method  Tier  1 retirees  are  allowed  2.0125%  of  their  average  final  salary  for  each  year  of 
service.  Tire  1 employees’  average  final  salary  is  determined  by  the  best  three  out  of  their  final 
ten  years  of  service.  Tier  2 retirees  are  allowed  1 .65%  of  their  average  final  salary  for  each  year 
of  service.  Tier  2 employees’  average  final  salary  is  determined  by  the  best  three  out  of  the  last 
five  years  of  service.  Retirees  may  also  elect  to  receive  a reduced  retirement  allowance  ( Special 
Privileges  at  Retirement ) in  order  to  provide  an  allowance  to  a designated  beneficiary  after  the 
member’s  death.  Disability  retirement  benefits  are  calculated  in  the  same  manner.  Pre- 
retirement death  benefits  in  the  amount  of  the  annual  salary  for  the  fiscal  year  preceding  death 
are  provided  to  plan  members. 

The  Teachers’  Retirement  System  was  established  as  of  October  1,  1941,  under  the  provisions  of 
Act  Number  419,  Acts  of  Alabama  1939,  for  the  purpose  of  providing  retirement  allowances  and 
other  specified  benefits  for  qualified  persons  employed  by  state-supported  educational 
institutions.  The  responsibility  for  general  administration  and  operation  of  the  Teachers’ 
Retirement  System  is  vested  in  the  Board  of  Control  (currently  14  members).  Benefit  provisions 
are  established  by  the  Code  of  Alabama  1975 , Sections  16-25-1  through  16-25-1 13,  as  amended, 
and  Sections  36-27B-1  through  36-27B-6,  as  amended. 

The  Retirement  Systems  of  Alabama  issues  a publicly  available  financial  report  that  includes 
financial  statements  and  required  supplementary  information  for  the  Teachers’  Retirement 
System  of  Alabama.  That  report  may  be  obtained  by  writing  to  The  Retirement  Systems  of 
Alabama,  201  South  Union  Street,  Montgomery,  Alabama  36130-2150. 
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B.  Funding  Policy 

Tier  1 employees,  with  the  exception  of  full-time  law  enforcement  officers,  are  required  by 
statute  to  contribute  7-1/2  percent  of  their  salary  to  the  Teachers’  Retirement  System.  Tier  1 
full-time  law  enforcement  officers  (as  defined  by  Act  Number  2000-669,  Acts  of  Alabama 
page  1335)  are  required  by  statute  to  contribute  8-1/2  percent  of  their  salary  to  the  Teachers’ 
Retirement  System.  Tier  2 employees,  with  the  exception  of  full-time  law  enforcement  officers, 
are  required  by  statute  to  contribute  6 percent  of  their  salary  to  the  Teachers’  Retirement  System. 
Tier  2 law  enforcement  officers  are  required  by  statute  to  contribute  7 percent  of  their  salary  to 
the  Teachers'  Retirement  System.  The  Institute  is  required  to  contribute  the  remaining  amounts 
necessary  to  fund  the  actuarially  determined  contributions  to  ensure  sufficient  assets  will  be 
available  to  pay  benefits  when  due.  Each  year  the  Teachers’  Retirement  System  recommends  to 
the  Legislature  the  contribution  rate  for  the  following  fiscal  year,  with  the  Tegislature  setting  this 
rate  in  the  annual  appropriation  bill.  The  percentages  of  the  contributions  and  the  amount  of 
contributions  made  by  the  Institute  and  its  employees  equal  the  required  contributions  for  each 
year  as  follows: 


Fiscal  Year  Ended  September  30, 

Tier  1 
2013 

Tier  2 
2013 

2012 

2011 

Total  Percentage  of  Covered  Payroll 

17.58% 

15  44% 

17  25% 

17.51% 

Contributions 

Percentage  Contributed  by  the  Institute 

10  08% 

9 44% 

10  00% 

12.51% 

Percentage  Contributed  by  Regular  Employees 

7 50% 

6 00% 

7.25% 

5 00% 

Contributed  by  the  Institute 

$3,339,917  52 

$30,840  10 

$3,352,514  59 

$4,248,605  13 

Contributed  by  Employees 

2,485,057  68 

19,601  76 

2,430,573  65 

1,698,083  58 

Total  Contributions 

$5,824,975  20 

$50,441  86 

$5,783,088  24 

$5,946,688  71 
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Note  7 - Other  Postemployment  Benefits  (OPEB) 

A.  Plan  Description 

The  Institute  contributes  to  the  Alabama  Retired  Education  Employees’  Health  Care  Trust 
(the  “Trust”),  a cost-sharing  multiple-employer  defined  benefit  postemployment  healthcare  plan. 
The  Trust  provides  health  care  benefits  to  state  and  local  school  system  retirees  and  was 
established  in  2007  under  the  provisions  of  Act  Number  2007-16,  Acts  of  Alabama,  as  an 
irrevocable  trust  fund.  Responsibility  for  general  administration  and  operations  of  the  Trust  is 
vested  with  the  Public  Education  Employees’  Health  Insurance  Board  (PEEHIB)  members.  The 
Code  of  Alabama  1975 , Section  16-25A-4,  provides  the  PEEHIB  with  the  authority  to  amend  the 
benefit  provisions  in  order  to  provide  reasonable  assurance  of  stability  in  future  years.  The  Trust 
issues  a publicly  available  financial  report  that  includes  financial  statements  and  required 
supplementary  information.  That  report  may  be  obtained  at  the  Public  Education  Employees’ 
Health  Insurance  Plan  website,  http://www.rsa-al.gov/PEEHIP/peehip.html  under  the  Trust  Fund 
Financials  tab.  The  Plan’s  financial  report  for  fiscal  year  2013  will  be  available  at  the  end  of 
January  2014.  The  provisions  of  GASB  Statement  Number  45,  Accounting  and  Financial 
Reporting  by  Employers  for  Postemployment  Benefits  Other  than  Pensions  were  implemented 
prospectively. 

B.  Fundine  Policy 

The  Public  Education  Employees’  Health  Insurance  Fund  (PEEHIF)  was  established  in  1983 
under  the  provisions  of  Act  Number  255,  Acts  of  Alabama,  to  provide  a uniform  plan  of  health 
insurance  for  current  and  retired  employees  of  state  educational  institutions.  The  plan  is 
administered  by  the  PEEHIB.  Any  Trust  fund  assets  used  in  paying  administrative  costs  and 
retiree  benefits  are  transferred  to  and  paid  from  the  PEEHIF.  The  PEEHIB  periodically  reviews 
the  funds  available  in  the  PEEHIF  and  if  excess  funds  are  determined  to  be  available,  the 
PEEHIB  authorizes  a transfer  of  funds  from  the  PEEHIF  to  the  Trust.  Retirees  are  required  to 
contribute  monthly  as  follows: 


Fiscal  Year  2013 


Individual  Coverage  - Non-Medicare  Eligible  $1 51 .00 

Individual  Coverage  - Medicare  Eligible  $ 10.00 

Family  Coverage  - Non-Medicare  Eligible  Retired  Member  and  Non-Medicare  Eligible  Dependent(s)  $391 .00 

Family  Coverage  - Non-Medicare  Eligible  Retired  Member  and  Dependent  Medicare  Eligible  $250.00 

Family  Coverage  - Medicare  Eligible  Retired  Member  and  Non-Medicare  Eligible  Dependent(s)  $250.00 

Family  Coverage  - Medicare  Eligible  Retired  Member  and  Dependent  Medicare  Eligible  $109.00 

Surviving  Spouse  - Non-Medicare  Eligible  $67 1 .00 

Surviving  Spouse  - Non-Medicare  Eligible  and  Dependent  Non-Medicare  Eligible  $860.00 

Surviving  Spouse  - Non-Medicare  Eligible  and  Dependent  Medicare  Eligible  $829.00 

Surviving  Spouse  - Medicare  Eligible  $317.00 

Surviving  Spouse  - Medicare  Eligible  and  Dependent  Non-Medicare  Eligible  $506.00 

Surviving  Spouse  - Medicare  Eligible  and  Dependent  Medicare  Eligible  $475.00 


Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 


Notes  to  the  Financial  Statements 

For  the  Year  Ended  September  30,  2013 


For  employees  that  retire  other  than  for  disability  on  or  after  October  1,  2005  and  before 
January  1,  2012,  for  each  year  under  25  years  of  service,  the  retiree  pays  two  percent  of  the 
employer  premium  and  for  each  year  over  25  years  of  service,  the  retiree  premium  is  reduced  by 
two  percent  of  the  employer  premium.  Employees  who  retire  on  or  after  January  1,  2012,  with 
less  than  25  years  of  service  are  required  to  pay  4%  for  each  year  under  25  years  of  service.  In 
addition,  non-Medicare  eligible  employees  who  rite  on  or  after  January  1,  2012  are  required  to 
pay  1%  more  for  each  year  less  than  65  (age  premium)  and  to  pay  the  net  difference  between  the 
active  employee  subsidy  and  the  non-Medicare  eligible  subsidy  (subsidy  premium).  When  the 
retiree  becomes  Medicare  eligible,  the  age  and  subsidy  premium  no  longer  applies,  but  the  years 
of  service  premium  (if  applicable  to  the  retiree)  will  continue  to  be  applied  throughout 
retirement.  These  changes  are  being  phased  in  over  a 5 year  period.  The  tobacco  premium  is 
$28.00  per  month  for  retired  members  that  use  tobacco  products. 


The  Institute  is  required  to  contribute  at  a rate  specified  by  the  State  for  each  active  employee. 
The  Institute's  share  of  premiums  for  retired  employees  health  insurance  is  included  as  part  of 
the  premium  for  active  employees.  The  following  shows  the  required  contributions  in  dollars 
and  the  percentage  of  that  amount  contributed  for  retirees: 


Fiscal  Year  Ended 
September  30, 

Active  Health 
Insurance 
Premiums 
Paid  By  Institute 

Amount  of 
Premium 
Attributable 
to  Retirees 

Percentage  of 
Active  Employee 
Premiums 
Attributable 
to  Retirees 

Total 

Amount  Paid 
Attributable 
to  Retirees 

Percentage 
of  Required 
Amount 
Contributed 

2013 

$714.00 

$216  90 

30  38% 

$2,562,554  65 

100% 

2012 

$714  00 

$228  85 

32.05% 

$2,716,331.16 

100% 

2011 

$752.00 

$198  94 

26  45% 

$2,353,306  77 

100% 

Each  year  the  PEEHIB  certifies  to  the  Governor  and  to  the  Legislature  the  contribution 
rates  based  on  the  amount  needed  to  fund  coverage  for  benefits  for  the  following  fiscal  year 
and  the  Legislature  sets  the  premium  rate  in  the  annual  appropriation  bill.  This  results  in  a 
pay-as-you-go  funding  method. 

Note  8 - On-Behalf  Payments 

The  U.  S.  Department  of  Health  and  Human  Services  makes  retiree  drug  subsidy  (RDS) 
payments  under  the  provisions  of  Medicare  Part  D directly  to  the  Public  Education  Employees’ 
Health  Insurance  Plan  (PEEHIP)  on  behalf  of  the  Institute.  The  Early  Retiree  Reinsurance 
Program  (ERRP)  was  created  as  part  of  the  Patient  Protection  and  Affordable  Care  Act  of  2010. 
This  program  provides  reimbursements  to  employers  for  eligible  healthcare  costs  for  certain 
early  retirees.  RDS  and  ERRP  reimbursements  are  considered  to  be  voluntary  non-exchange 
transactions  between  the  federal  government  and  the  employers.  For  the  period  October  1 
through  September  30,  20 1 3,  these  payments  totaled  $282,740.4 1 . 
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Note  9 - Construction  and  Other  Significant  Commitments 

The  Institute  applied  for  and  was  advanced  grant  funds  of  $1.5  million  from  the  Act 
Number  2007-415,  Incentive  Fund,  in  the  fiscal  year  2007-2008.  The  unexpended  balance  as  of 
September  30,  2013  of  this  Incentive  Fund  grant  is  $190,168.67. 

The  Institute  was  awarded  $1,142,148.00  in  federal  grants  from  the  Emergency  Management 
Agency  to  construct  storm  shelters.  The  Board  of  Trustees  approved  an  additional  $745,146.00 
in  matching  funds  to  be  spent  on  the  project.  At  September  30,  2013,  a total  of  $98,893.28  had 
been  spent  on  the  storm  shelters. 


Note  10  -Accounts  Payable 


Accounts  payable  and  accrued  liabilities  represent  amounts  due  at  September  30,  2013,  for  goods 
and  services  received  prior  to  the  end  of  the  fiscal  year. 


Salaries  and  Wages 

$1,480,739.13 

Benefits 

329,133.84 

Supplies 

1,938,705.83 

Total 

$3,748,578.80 

Note  11  - Lone-Term  Liabilities 


Long-term  liabilities  activity  for  the  year  ended  September  30,  2013,  was  as  follows: 


Beginning 

Balance 

Additions 

Reductions 

Ending 

Balance 

Current 

Portion 

Mortgage  Payable 
Compensated  Absences 

$1,535,208.80 

1,241,940.88 

$ 

871,535.44 

$ 162,51447 
954,588.00 

$1,372,694.33 

1,158,888.32 

$ 169,591.42 
948,838.56 

Total  Long-Term  Liabilities 

$2,777,149.68 

$871,535.44 

$1,117,102.47 

$2,531,582.65 

$1,118,429.98 

Long-term  debt  includes  the  following: 


Commercial  Loans 

Mortgage  Payable,  4.27%,  Due  Monthly  through  Fiscal  Year  2021 

$1,372,694.33 

Total  Indebtedness 

$1,372,694.33 
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Principal  and  interest  maturity  requirements  on  long-term  debt  are  as  follows: 


Mortgage  Payable 

Fiscal  Year 

Principal 

Interest 

Totals 

2013-2014 

$ 169,591  42 

$ 55,318  94 

$ 224,910  36 

2014-2015 

176,976.38 

47,933.98 

224,910  36 

2015-2016 

184,682.93 

40,227.43 

224,910  36 

2016-2017 

192,725.09 

32,185.27 

224,910  36 

2017-2018 

201,117.44 

23,792.92 

224,910  36 

2018-2019 

209,875.24 

15,035  12 

224,910  36 

2019-2020 

219,014  39 

5,895.97 

224,910.36 

2020-2021 

18,711.44 

66.45 

18,777.89 

Totals 

$1,372,694  33 

$220,456.08 

$1,593,150.41 

The  amortization  schedule  shown  above  for  the  mortgage  payable  is  based  on  a 360-day  year. 
Actual  principal  and  interest  may  vary  due  to  the  number  of  days  that  principal  balance  is 
outstanding. 

Note  12  - Risk  Management 

The  Institute  is  exposed  to  various  risks  of  loss  related  to  torts;  theft  of,  damage  to,  and 
destruction  of  assets;  errors  and  omissions;  injuries  to  employees;  and  natural  disasters.  The 
Institute  has  insurance  for  its  buildings  and  contents  through  the  State  Insurance  Fund  (SIF),  part 
of  the  State  of  Alabama,  Department  of  Finance;  Division  of  Risk  Management  which  operates 
as  a common  risk  management  and  insurance  program  for  state  owned  properties.  The  Institute 
pays  an  annual  premium  based  on  the  amount  of  coverage  requested.  The  SIF  provides  coverage 
up  to  $2  million  per  occurrence  and  is  self-insured  up  to  a maximum  of  $6  million  in 
aggregate  claims.  The  SIF  purchases  commercial  insurance  for  claims  which  in  the  aggregate 
exceed  $6  million.  The  Institute  purchases  commercial  insurance  for  its  automobile  coverage, 
general  liability,  and  professional  legal  liability  coverage.  In  addition,  the  Institute  has  fidelity 
bonds  on  the  Institute’s  Chief  Financial  Officer  as  well  as  on  all  other  Institute  personnel  who 
handle  funds. 

Employee  health  insurance  is  provided  through  the  Public  Education  Employees’  Health 
Insurance  Fund  (PEEHIF)  administered  by  the  Public  Education  Employees’  Health  Insurance 
Board  (PEEHIB).  The  Fund  was  established  to  provide  a uniform  plan  of  health  insurance  for 
current  and  retired  employees  of  state  educational  institutions  and  is  self-sustaining.  Monthly 
premiums  for  employee  and  dependent  coverage  are  determined  annually  by  the  plan’s  actuary 
and  based  on  anticipated  claims  in  the  upcoming  year,  considering  any  remaining  fund  balance 
on  hand  available  for  claims.  The  Institute  contributes  a specified  amount  monthly  to  the 
PEEHIF  for  each  employee  and  this  amount  is  applied  against  the  employee’s  premiums  for  the 
coverage  selected  and  the  employee  pays  any  remaining  premium. 
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Settled  claims  resulting  from  these  risks  have  not  exceeded  the  Institute’s  coverage  in  any  of  the 
past  three  fiscal  years. 

Claims  which  occur  as  a result  of  employee  job-related  injuries  may  be  brought  before  the  State 
of  Alabama  Board  of  Adjustment.  The  Board  of  Adjustment  serves  as  an  arbitrator  and  its 
decision  is  binding.  If  the  Board  of  Adjustment  determines  that  a claim  is  valid,  it  decides  the 
proper  amount  of  compensation  (subject  to  statutory  limitations)  and  the  funds  are  paid  by 
the  Institute. 

Note  13  - Endowments 


If  a donor  has  not  provided  specific  instructions,  state  law  permits  the  Board  of  Trustees  to 
authorize  for  expenditure  the  net  appreciation  (realized  and  unrealized)  of  the  investments  of 
endowment  funds.  Any  net  appreciation  that  is  spent  is  required  to  be  spent  for  the  purposes  for 
which  the  endowment  was  established. 

The  President,  authorized  through  the  Board  of  Trustees,  chooses  to  spend  the  investment 
income  each  year.  The  remaining  amount,  if  any,  is  retained  to  be  used  in  future  years.  At 
September  30,  2013,  net  appreciation  of  $1,785.80  was  available  to  be  spent  and  is  restricted  to 
specific  purposes. 

Note  14  - Component  Units 

During  the  year  ended  September  30,  2013,  the  Alabama  Institute  for  Deaf  and  Blind 
Foundation,  Inc.  distributed  approximately  $93,072.00  to  the  Institute  for  both  restricted  and 
unrestricted  purposes. 

Note  15  - Related  Parties 

National  Industries  for  the  Blind  (NIB) 

National  Industries  for  the  Blind  (NIB)  awards  federal  contracts  to  its  affiliate  workshops.  The 
Alabama  Industries  for  the  Blind  is  one  of  those  affiliate  workshops.  NIB  awards  contracts 
based  on  affiliate  workshops  ability  to  comply  with  specific  requirements  of  individual 
contracts.  The  cost  of  NIB  central  operations  are  borne  by  affiliated  workshops  via  4 to  10 
commission  on  specific  sales.  During  2013,  Alabama  Industries  for  the  Blind  paid  commissions 
totaling  $338,034.1  1. 
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Note  16  - Net  Position  Restatement 


Beginning  Net  Position,  September  30,  2012 

$53,004,499  76 

Other  Prior  Period  Adiustments 

To  Adjust  Prior  Year  Revenue 

(19,949.00) 

To  Correct  Prior  Year  Depreciation 

(25,559.39) 

Total  Adjustments 

(45,508  39) 

Net  Position,  October  1,  2012,  as  Restated 

$52,958,991.37 
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Note  1 - Description  of  Organization  and  Significant  Accounting  Policies 

Reporting  Entity  - The  financial  statements  include  the  accounts  of  Alabama  Institute  for  Deaf 
and  Blind  Foundation,  Inc.  (the  Foundation),  the  Marianna  Green  Henry  Foundation,  and  the 
Ralph  Lee  Hill  Charitable  Trust  (See  Note  6).  The  Foundation  is  a nonprofit  organization  whose 
support  and  revenue  is  derived  primarily  from  voluntary  contributions  from  the  general  public 
and  through  special  fundraising  events.  The  Marianna  Green  Henry  Foundation  is  a nonprofit 
organization  which  receives  donations  from  the  general  public  and  through  special  fundraising 
events  to  provide  a special  equestrian  program  for  the  Alabama  Institute  for  Deaf  and  Blind.  The 
Marianna  Green  Henry  Foundation  is  consolidated,  since  the  Foundation  has  an  economic 
interest  in  and  exercises  control  over  the  Marianna  Green  Henry  Foundation. 

Basis  of  Accounting  - The  financial  statements  of  the  Foundation  have  been  prepared  on  the 
accrual  basis  of  accounting  and,  accordingly,  reflect  all  significant  receivables,  payables  and 
other  liabilities. 

Basis  of  Presentation  - Financial  statement  presentation  follows  the  recommendations  of  the 
Financial  Accounting  Standards  Board  Accounting  Standards  Codification  section  958-210-45. 
Under  ASC  958-210-45,  the  Foundation  is  required  to  report  information  regarding  its  financial 
position  and  activities  according  to  three  classes  of  net  assets:  unrestricted  net  assets,  temporarily 
restricted  net  assets,  and  permanently  restricted  net  assets. 

Cash  and  Cash  Equivalents  - For  purposes  of  the  Statement  of  Cash  Flows,  the  Foundation 
considers  all  unrestricted  highly  liquid  investments  with  an  initial  maturity  of  three  months  or 
less  to  be  cash  equivalents. 

Contributions  - The  Foundation  accounts  for  contributions  are  in  accordance  with  the 
recommendations  of  the  Financial  Accounting  Standards  Board  Accounting  Standards 
Codification  section  958-605-25.  In  accordance  with  ASC  958-605-25,  contributions  received 
are  recorded  as  increases  in  unrestricted,  temporarily  restricted,  or  permanently  restricted  net 
assets,  depending  on  the  existence  or  nature  of  any  donor  restrictions. 

All  donor-restricted  contributions  are  reported  as  increases  in  temporarily  or  permanently 
restricted  net  assets  depending  on  the  nature  of  the  restriction.  When  a restriction  expires  (that 
is,  when  a stipulated  time  restriction  ends  or  purpose  restriction  is  accomplished),  temporarily 
restricted  net  assets  are  reclassified  to  unrestricted  net  assets  and  reported  in  the  Statement  of 
Activities  as  net  assets  released  from  restrictions. 
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Promises  to  Give  - Unconditional  promises  to  give  are  recognized  as  contribution  revenue  in  the 
period  received  and  as  assets,  decreases  of  liabilities  or  expenses  depending  on  the  form  of  the 
benefits  received.  Promises  to  give  are  recorded  at  net  realizable  value  if  expected  to  be 
collected  in  one  year  and  at  net  present  value  if  expected  to  be  collected  in  more  than  one  year. 
Conditional  promises  to  give  are  recognized  when  the  conditions  on  which  they  depend  are 
substantially  met. 

Allowance  for  Doubtful  Accounts  - Promises  to  give  are  stated  net  of  an  allowance  for  doubtful 
accounts.  The  allowance  is  estimated  based  on  an  analysis  of  specific  donors,  taking  into 
consideration  the  age  of  the  past  due  amounts  and  an  assessment  of  the  donor's  ability  to  pay.  At 
September  30,  2013,  the  allowance  for  doubtful  accounts  amounts  is  $35,000. 

Inventory  - Inventory  is  valued  at  cost  and  consists  of  school  store  supply  items. 

Use  of  Estimates  - The  preparation  of  financial  statements  in  conformity  with  Generally  Accepting 
Accounting  Principles  requires  management  to  make  estimates  and  assumptions  that  affect 
certain  reported  amounts  and  disclosures.  Accordingly,  actual  results  could  differ  from  those 
estimates. 

Property  and  Equipment  - All  acquisitions  of  property  and  equipment  in  excess  of  $500  and  all 
expenditures  for  repairs,  maintenance,  renewals,  and  betterments  that  materially  prolong  the 
useful  lives  of  assets  are  capitalized.  Property  and  equipment  are  carried  at  cost  or.  if  donated,  at 
the  approximate  fair  value  at  the  date  of  donation.  Depreciation  is  computed  using  primarily  the 
straight-line  method. 

Tax  Status  - The  f oundation  is  exempt  from  income  taxes  under  IRS  Code  Section  501(c)(3) 
and  further  classified  as  a supporting  organization  under  Code  Section  509(a)(3). 

At  September  30,  2013,  the  Foundation  had  no  uncertain  tax  positions  that  qualify  for  disclosure 
in  the  financial  statements.  The  Foundation  files  an  annual  Form  990  with  the  Internal  Revenue 
Service  and  its  tax  returns  for  the  year  2010  and  subsequent  years  remain  subject  to  examination 
by  tax  authorities. 

Contributed  Assets  and  Services  - Contributions  of  noncash  assets  are  recorded  at  their  fair 
values  in  the  period  received.  Donated  marketable  securities  and  other  noncash  donations  are 
recorded  as  contributions  at  their  estimated  fair  values  at  the  date  of  donation.  Contributions  of 
services  that  create  or  enhance  nonfinancial  assets  or  that  require  specialized  skills,  are  provided 
by  individuals  possessing  those  skills,  and  would  typically  need  to  be  purchased  if  not  provided 
by  donation,  are  recorded  at  their  fair  values  in  the  period  received.  The  total  contributed  assets 
and  services  recognized  as  revenue  during  2013  was  $172,629. 
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Expense  Allocation  - The  costs  of  providing  various  programs  and  other  activities  have  been 
summarized  on  a functional  basis  in  the  Statement  of  Activities  and  in  the  Statement  of 
Functional  Expenses.  Accordingly,  certain  costs  have  been  allocated  among  the  programs  and 
supporting  services  benefited. 

Note  2 - Cash 


The  Foundation  maintains  its  cash  in  bank  deposit  accounts,  which  at  times  may  exceed  federally 
insured  limits.  At  September  30,  2013,  $503,957  in  cash  was  uninsured.  The  Foundation  has 
not  experienced  any  losses  in  such  accounts.  The  Foundation  believes  it  is  not  exposed  to  any 
significant  credit  risk  on  cash  and  cash  equivalents. 

Note  3 - Contributions  Receivable 


Contributions  receivable  represent  promises  to  give  as  follows  at  September  30,  2013: 


Receivable  in  Less  Than  One  Year 

$309,712 

Receivable  in  One  to  Five  Years 

10,000 

Sub-Total 

319,712 

Less:  Discounts  to  Net  Present  Value 

(35,338) 

Total 

$284,374 

Contributions  receivable  in  more  than  one  year  are  discounted  at  3.5%.  Management  has 
identified  a number  of  specific  promises  to  give  that  may  not  be  collectible  and  has  recorded  an 
allowance  for  these  accounts. 


Note  4 - Fair  Value  Measurements 


FASB  ASC  820-10-50  establishes  a fair  value  hierarchy  which  requires  an  entity  to  maximize 
the  use  of  observable  inputs  and  minimize  the  use  of  unobservable  inputs  when  measuring  fair 
value.  The  standard  describes  three  levels  of  inputs  that  may  be  used  to  measure  fair  value: 

♦ Level  1:  Quoted  prices  (unadjusted)  for  identical  assets  or  liabilities  in  active  markets 
that  the  entity  has  the  ability  to  access  as  of  the  measurement  date. 

♦ Level  2:  Significant  other  observable  inputs  other  than  Level  1 prices,  such  as  quoted 
prices  for  similar  assets  or  liabilities,  quoted  prices  in  markets  that  are  not  active,  or 
other  inputs  that  are  observable  or  can  be  corroborated  by  observable  market  data. 

♦ Level  3:  Significant  observable  inputs  that  reflect  a reporting  entity’s  own  assumptions 
about  the  assumptions  that  market  participants  would  use  in  pricing  an  asset  or  liability. 
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The  fair  values  of  assets  measured  on  a recurring  basis  at  September  30,  2013,  were  as  follows: 


Total  Fair 
Value 

Quoted  Prices  in 
Active  Markets 
for  Identical 
Assets  (Level  ,1) 

Significant 
Unobservable 
Inputs  (Level  2) 

Significant 
Unobservable 
Inputs  (Level  3) 

United  States  Savings  Bonds 
Fixed  Income 
Stock  Mutual  Funds 
Equity  securities 

$ 347,572 
422,546 
1,207,114 
3,913,497 

$ 

1,207,114 

3,913,497 

$347,572 

422,546 

$ 

Totals 

$5,890,729 

$5,120,611 

$770,118 

$ 

All  assets  have  been  valued  using  a market  approach.  Fair  values  for  assets  in  Level  2 are 
calculated  using  quoted  market  prices  for  similar  assets  in  markets  that  are  not  active. 


Investment  income  was  composed  of  the  following  at  September  30,  2013: 


Interest  and  Dividends 

$147,491 

Realized  Gain 

127,667 

Unrealized  Gain  on  Marketable  Securities 

396,825 

Total 

$671,983 

Assets  in  investment  accounts  are  protected  from  custodial  credit  risk  by  SIPC  up  to  $500,000. 
of  which  $250,000  may  be  cash.  At  September  30.  2013,  investments  in  the  amount  of 
$5,798,677  were  uninsured. 


Note  5 - Cost  Method  Investments 


The  Foundation  has  investments  in  private  partnerships  that  are  accounted  for  using  the  cost 
method.  The  total  cost  of  the  Foundation's  investments  in  these  partnerships  is  $486,881.  The 
Foundation  estimated  that  fair  value  exceeded  cost  for  investments  by  $19,498. 
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Note  6 - Property  and  Equipment 


Property  and  equipment  consisted  of  the  following  at  September  30,  2013: 


Land 

$ 142,550 

Buildings  and  Improvements 

1,613,902 

Furnishings  and  Equipment 

414,721 

Vehicles 

213,258 

Land  Improvements 

5,015 

Horses 

39,899 

Total 

2,429,345 

Less:  Accumulated  Depreciation 

(1,512,981) 

Total 

$ 916,364 

Note  7 - Interest  in  Perpetual  Trusts 

The  Foundation  is  the  beneficiary  of  a trust  created  by  a donor,  the  assets  of  which  are  not  in  the 
possession  of  the  Foundation.  The  Foundation  has  legally  enforceable  rights  or  claims  to  the 
income  there  from.  Consistent  with  the  provisions  of  Accounting  Standards  Codification 
paragraph  958-605-25-28,  these  funds  are  included  in  the  financial  statements.  Net  realized  and 
unrealized  gains  in  trusts  held  by  others  are  reported  as  permanently  restricted. 

The  Foundation  is  the  sole  beneficiary  of  the  Ralph  Lee  Flill  Charitable  Trust  held.  The  fair 
value  of  the  trust  was  $244,770  at  September  30,  2013. 

The  Foundation  was  named  a beneficiary  of  the  Guilford  Houston  Smith  Jr.  Charitable  Trust 
during  the  fiscal  year.  Under  the  terms  of  the  will,  the  Foundation  is  to  perpetually  receive 
23.5%  of  the  income  from  the  trust  in  annual  payments.  The  trust  was  not  granted 
variance  power;  therefore,  the  beneficial  interest  has  been  combined  in  these  financial 
statements.  The  income  is  unrestricted  as  to  its  use;  unexpended  amounts  have  been  included  as 
unrestricted  net  assets  and  the  income  from  the  trust  is  included  as  an  increase  in  unrestricted  net 
assets.  Due  to  the  uncertainties  regarding  the  amounts  to  be  received  in  the  future,  the  beneficial 
interest  has  been  valued  using  the  Foundation’s  percentage  of  the  fair  value  of  the  pool  of  the  net 
assets.  Changes  in  the  fair  value  have  been  included  in  permanently  restricted  net  assets.  At 
September  30,  2013,  the  fair  value  of  the  Foundation’s  beneficial  interest  was  valued  at 
$ 1 ,089,20 1 . This  amount  is  permanently  restricted. 
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The  fair  values  of  interests  and  perpetual  trusts  measured  on  a recurring  basis  at 
September  30,  2013,  were  as  follows: 


Total  Fair 
Value 

Quoted  Prices 
in  Active 
Markets 
for  Identical 
Assets  (Level  1) 

Significant 
Unobservable 
Inputs 
(Level  2) 

Significant 
Unobservable 
Inputs 
(Level  3) 

Fixed  Income 
Stock  Mutual  Funds 

$1,169,921 

164,049 

$ 

164,049 

$1,169,921 

$ 

Totals 

$1,333,970 

$164,049 

$1,169,921 

$ 

Note  8 - Related  Party  Transactions 

The  Alabama  Institute  for  Deaf  and  Blind  provides  services  and  facilities  to  the  Foundation.  The 
following  is  a brief  description  of  the  transactions  in  which  the  Foundation  engages  the  Alabama 
Institute  for  Deaf  and  Blind: 

♦ The  Alabama  Institute  for  Deaf  and  Blind  provides  personnel  support  to  the  Foundation 
on  a contract  basis.  The  amount  paid  to  the  Alabama  Institute  for  Deaf  and  Blind  for 
personnel  support  was  $45.6 1 3 as  of  September  30.  2013. 

♦ The  Foundation  also  uses  office  space  and  equipment  of  the  Alabama  Institute  for  Deaf 
and  Blind.  In  addition,  the  Foundation  receives  business,  accounting  and  management 
services  from  the  Alabama  Institute  for  Deaf  and  Blind.  The  amount  paid  to  the 
Alabama  Institute  for  Deaf  and  Blind  for  these  facilities  and  services,  was  $1,200  for  the 
year  ended  September  30.  2013. 

♦ Accounts  payable  includes  $8,457  at  September  30.  2013,  payable  to  the  Alabama 
Institute  for  Deaf  and  Blind  primarily  for  outside  contract  services  and  institutional 
research. 

The  purpose  of  the  Foundation  is  to  provide  support  for  the  Alabama  Institute  for  Deaf  and  Blind 
programs.  The  following  is  a brief  description  of  the  transactions  in  which  the  Alabama  Institute 
for  Deaf  and  Blind  engages  the  Foundation: 

♦ Program  expenses  for  the  fiscal  year  ended  September  30,  2013  amounted  to  $546,210. 
Included  in  these  expenses  is  $46,259  for  property  and  equipment  purchases,  which  was 
contributed  to  the  Alabama  Institute  for  Deaf  and  Blind. 
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Note  9 - Restricted  Net  Assets 


Temporarily  restricted  net  assets  in  the  amount  of  $2,632,743  at  September  30,  2013,  is  available 
to  support  the  various  programs  of  the  Foundation. 

Net  assets  were  permanently  restricted  for  the  following  purposes  at  September  30,  2013: 


True  Endowments 

$4,201,822 

Marianna  Greene  Henry  Land 

28,500 

Total 

$4,230,322 

Note  10  - Prior  Year  Totals 


The  financial  statements  include  certain  prior  year  comparative  totals  but  not  by  net  asset 
class.  Such  information  does  not  include  sufficient  detail  to  constitute  a presentation  in 
conformity  with  Generally  Accepted  Accounting  Principles.  Accordingly,  such  information 
should  be  read  in  conjunction  with  the  Foundation’s  financial  statements  for  the  year  ended 
September  30,  2012,  from  which  the  comparative  totals  were  derived. 

Note  11  - Subsequent  Events 

The  Foundation’s  Management  has  evaluated  subsequent  events  as  of  January  7,  2014,  the  date 
the  financial  statements  were  available  to  be  issued. 
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Federal  Grantor/ 
Pass-Through  Grantor/ 
Program  Title 


Federal 

CFDA 

Number 


Special  Education  Cluster  (IDEA) 

U.  S.  Department  of  Education 

Passed  Through  Alabama  Department  of  Education 

Special  Education  - Grants  to  States  84.027 

Special  Education  - Grants  to  States  84.027 

Sub-Total  Special  Education  - Grants  to  States 

Special  Education  - Preschool  Grants  84.173 

Total  Special  Education  Cluster  (IDEA) 

Child  Nutrition  Cluster 
U.  S.  Department  of  Agriculture 
Passed  Through  Alabama  Department  of  Education 

School  Breakfast  Program  (SBP) 

National  School  Lunch  Program  (NSLP) 

Total  Child  Nutrition  Cluster 

Aging  Cluster 

U.  S.  Department  of  Health  and  Human  Services 
Passed  Through  East  Alabama  Regional  Planning 
and  Development  Commission 

Special  Programs  for  the  Aging  - Title  III,  Part  B - Grants  for 
Supportive  Services  and  Senior  Centers  93.044 

Other  Federal  Awards 
U.  S.  Department  of  Justice 
Direct  Program 

Part  E - Developing,  Testing  and  Demonstrating  Promising 
New  Programs  16.541 

Part  E - Developing,  Testing  and  Demonstrating  Promising 
New  Programs  16.541 

Total  Part  E - Developing,  Testing  and  Demonstrating 
Promising  New  Programs 


10.553 

10.555 
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N.A. 

N.A. 


N.A. 


N.A. 

N.A. 
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Budget 


Assistance  Federal  Revenue 

Period Total Share Recognized Expenditures 


10/01/2012-09/30/2013  $ 

10/01/2012-09/30/2013 

343,402  01  $ 

202,517.00 

343,402  01  $ 

202,517.00 

337,155.27  $ 

202,517.00 

337,155  27 
202,517.00 

539,672.27 

539,672  27 

10/01/2012-09/30/2013 

81,084  03 

81,084.03 

80,546  82 

80,546.82 

620,219  09 

620,219.09 

10/01/2012-09/30/2013 

10/01/2012-09/30/2013 

93,647.93 
1 56,076  1 3 

93,647.93 
1 56,076  1 3 

93,647.93 
156,076  1 3 

93,647.93 

156,076.13 

249,724  06 

249,724  06 

10/01/2012-09/30/2013 

31,438  00 

31,438  00 

31,438  00 

31,438  00 

08/01/2010-12/31/2012 

150,000  00 

150,000.00 

4,746.88 

4,746.88 

10/01/2009-12/31/2012  $ 

150,000  00  $ 

150,000  00 

19,041 .13 

19,041.13 

$ 23,788  01  $ 23,788  01 
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Schedule  of  Expenditures  of  Federal  Awards 
For  the  Year  Ended  September  30 , 2013 


Federal  Grantor/ 
Pass-Through  Grantor/ 
Program  Title 


Federal 

CFDA 

Number 


U.  S.  Department  of  Education 
Passed  Through  Alabama  Department  of 
Postsecondary  Education 

Adult  Education  - Basic  Grants  to  States  84.002 

Adult  Education  - Basic  Grants  to  States  84.002 

Adult  Education  - Basic  Grants  to  States  84.002 

Total  Adult  Education  - Basic  Grants  to  States 

Passed  Through  Alabama  Department 
of  Rehabilitation  Services 

Special  Education-Grants  for  Infants  and  Families  (M)  84.181 

Passed  Through  Alabama  Department  of  Education 

Improving  Teacher  Quality  State  Grants  84.367 

Career  and  Technical  Education  - Basic  Grants  to  States  84.048 

U.  S.  Department  of  Agriculture 

Passed  Through  Alabama  Department  of  Education 

Commodity  Supplemental  Food  Program  (N)  10.565 

U.  S.  Department  of  Health  and  Human  Services 
Passed  Through  East  Alabama  Regional  Planning 
and  Development  Commission 

National  Family  Caregiver  Support,  Title  III,  Part  E 93.052 

Passed  Through  Alabama  Tombiqbee  Regional  Commission 
Area  Agency  on  Aging 

Special  Programs  for  the  Aging  - Title  III,  Part  D - Disease 
Prevention  and  Health  Promotion  Services  93.043 

Library  of  Congress 

Passed  Through  American  Printing  House  for  the  Blind.  Inc. 

Books  for  the  Blind  and  Physically  Handicapped  (N)  42.001 

Institute  of  Museum  and  Library  Services 
Passed  Through  Alabama  Public  Library  Service 

Grants  to  States  45.310 
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Pass-Through 

Grantor's 

Number 


V002A1 30001 
N.A. 

N.A. 

AE3087EI1 3 

N.A. 

N.A. 

A2Q-0000 

04-13-03-01 


11-13-45 


N.A. 


13-9-1 
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Budget 


Assistance 

Period 


Federal  Revenue 

Total Share Recognized Expenditures 


10/01/2012-09/30/2013 

04/01/2013-09/30/2013 

07/10/2013-07/12/2013 


53.340.00 

13.053.00 
2,305.81 


53,340  00 
5,480.00 
2,305.81 


$ 52,692  98  $ 52,692.98 

4,998  96  4,998  96 

2,305  81 2,305.81 

59,997  75 59,997.75 


10/01/2012-09/30/2013 


2,061,612.00 


2,010,490  00  1,858,596  92  1,858,596.92 


10/01/2012-09/30/2013 

10/01/2012-09/30/2013 


35,555.00 

19,062.92 


35,555  00 
19,062.92 


15,896  53 
19,062  92 


15,896.53 

19,062.92 


10/01/2012-09/30/2013 


12,855  20 


12,855.20 


12,855.20 


12,855  20 


10/01/2012-09/30/2013 


5,000.00 


5,000.00 


5,000  00 


5,000.00 


10/01/2012-09/30/2013 


10/01/2012-09/30/2013 


16,704  00  15,033.60 


530,673.54  530,673.54 


15,033.60 


530,673.54 


15,033.60 


530,673.54 


10/01/2012-06/30/2013 


3,395  00  $ 3,395  00 


3,395  00 


3,395  00 
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Schedule  of  Expenditures  of  Federal  Awards 
For  the  Year  Ended  September  30,  2013 


Federal  Grantor/ 
Pass-Through  Grantor/ 
Program  Title 


Federal  Pass-Through 

CFDA  Grantor's 

Number  Number 


Department  of  Energy 

Passed  Through  Alabama  Department  of 

Economic  and  Community  Affairs 

State  Energy  Program 

Department  of  Homeland  Security 

Passed  Through  Alabama  Emergency  Management  Agency 

Hazard  Mitigation  Grant 
Hazard  Mitigation  Grant 
Hazard  Mitigation  Grant 

Total  Hazard  Mitigation  Grant 

Department  of  Commerce 

Passed  Through  Alabama  Department  of 

Economic  and  Community  Affairs 

ARRA-Broadband  Technology  Opportunities  Program 

Total  Federal  Awards 


81.041  1SEP  13  DOE  06 


97.039  HMGP  DR  (1971-462) 

97.039  HMGP  DR  (1971-458) 

97.039  HMPG  DR  (1971-475) 


11.557  BB-SBA-001-1 0 


(M)  = Denotes  a Major  Program 

(N)  = Non-Cash  Assistance 
N.A.  = Not  Available 

The  accompanying  Notes  to  the  Schedule  of  Expenditures  of  Federal  Awards  are  an  integral  part  of  this  schedule. 
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Assistance 

Budget 

Federal 

Revenue 

Period 

Total  Share 

Recognized 

Expenditures 

10/01/2012-09/29/2013 

$ 

20,664  06 

$ 

11,000  00  $ 

11,000  00  $ 

11,000  00 

10/15/2012-10/14/2015 

10/15/2012-10/14/2015 

10/15/2012-10/14/2015 

507.821.00 

509.941.00 

507.821.00 

380,866  00 
380,416  00 
380,866.00 

24,905  60 
22,991.60 
23,572  60 

24,905  60 
22,991  60 
23,572.60 

71,469  80 

71,469  80 

09/01/2010-08/01/2013 

$ 

61,078  00 

$ 

47,500.00 

14,653  64 

14,653  64 

$ 3,542,804  06  $ 3,542,804  06 
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Notes  to  the  Schedule  of  Expenditures 
of  Federal  Awards 

For  the  Year  Ended  September  30,  2013 


Note  1 - Basis  of  Presentation 

The  accompanying  Schedule  of  Expenditures  of  Federal  Awards  includes  the  federal  grant 
activity  of  Alabama  Institute  for  Deaf  and  Blind  and  is  presented  on  the  accrual  basis  of 
accounting.  The  information  in  this  schedule  is  presented  in  accordance  with  the  requirements  of 
OMB  Circular  A- 133,  Audits  of  States,  Local  Governments,  and  Non-Profit  Organizations. 
Therefore,  some  amounts  presented  in  this  schedule  may  differ  from  amounts  presented  in  or 
used  in  the  preparation  of  the  basic  financial  statements. 
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Talladega,  Alabama 


Additional  Information 


Alabama  Institute  for  Deaf  and  Blind  41 

Talladega,  Alabama 


Board  Members  and  Officials 

October  1,  2012  through  September  30,  2013 

Board  of  Trustees  Members 

Term  Expires 

Hon.  William  P.  Dobbs,  III 

Member-at-Large 

2016 

Hon.  Terry  Dunn 

Vice  Chair 

2018 

Hon.  Lynwood  French 

Chairman 

2014 

Hon.  Bunny  Gamble 

Member 

2014 

Hon.  Ronald  Garrett 

Member 

2014 

Hon.  John  Granger 

Member-at-Large 

2012 

Hon.  Clarence  Haynes 

Member 

2016 

Hon.  M.  P.  Greene,  Jr. 

Member 

2018 

Hon.  Joseph  Johnson 

Member 

2016 

Hon.  Robert  Kelly 

Member 

2018 

Hon.  Jake  Montgomery 

Member 

2012 

Hon.  Jackie  Smith 

Member-at-Large 

2014 

Hon.  Frances  Taylor 

Member 

2014 

Hon.  John  E.  Whitfield 

Member 

2016 

Flon.  Melissa  Williamson 

Member 

2018 
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Board  Members  and  Officials 

October  l,  2012  through  September  30,  2013 


Board  of  Trustees  Members 

Members  bv  Virtue  of  Office 

Hon.  Robert  Bentley 

Governor 

Hon.  Dr.  T.  R.  Bice 

Non-Member  Officers 

Superintendent  of  Education 

Mr.  David  Akins 

Treasurer 

Mrs.  Amanda  Fuller 

Officials 

Secretary 

Dr.  Terry  Graham 
(Through  January  1. 2013) 

President 

Dr.  John  Mascia 
(Beginning  January  1,2013) 

President 
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Report  on  Internal  Control  Over  Financial  Reporting  and  on 
Compliance  and  Other  Matters  Based  on  an  Audit  of 
Financial  Statements  Performed  in  Accordance  With 
Government  Auditing  Standards 


Independent  Auditor's  Report 

Dr.  John  Mascia,  President 
Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 

We  have  audited,  in  accordance  with  auditing  standards  generally  accepted  in  the  United 
States  of  America  and  the  standards  applicable  to  financial  audits  contained  in  Government 
Auditing  Standards , issued  by  the  Comptroller  General  of  the  United  States,  the  financial 
statements  of  the  Alabama  Institute  for  Deaf  and  Blind  as  of  and  for  the  year  ended 
September  30,  2013,  and  the  related  notes  to  the  financial  statements,  which  collectively 
comprise  Alabama  Institute  for  Deaf  and  Blind’s  basic  financial  statements,  and  have  issued  our 
report  thereon  dated  May  15,  2014.  Our  report  includes  a reference  to  other  auditors  who 
audited  the  financial  statements  of  the  Alabama  Institute  for  Deaf  and  Blind  Foundation  Inc.  as 
described  in  our  report  on  the  Alabama  Institute  for  Deaf  and  Blind’s  financial  statements.  The 
financial  statements  of  Alabama  Institute  for  Deaf  and  Blind  Foundation,  Inc.  were  not  audited  in 
accordance  with  Government  Auditing  Standards. 

Internal  Control  Over  Financial  Reportins 

In  planning  and  performing  our  audit,  we  considered  Alabama  Institute  for  Deaf  and  Blind’s 
internal  control  over  financial  reporting  (internal  control)  to  determine  the  audit  procedures  that 
are  appropriate  in  the  circumstances  for  the  purpose  of  expressing  our  opinion  on  the  financial 
statements,  but  not  for  the  purpose  of  expressing  an  opinion  on  the  effectiveness  of  Alabama 
Institute  for  Deaf  and  Blind’s  internal  control.  Accordingly,  we  do  not  express  an  opinion  on  the 
effectiveness  of  Alabama  Institute  for  Deaf  and  Blind’s  internal  control. 

A deficiency  in  internal  control  exists  when  the  design  or  operation  of  a control  does  not  allow 
management  or  employees,  in  the  normal  course  of  performing  their  assigned  functions,  to 
prevent  or  detect  and  correct  misstatements  on  a timely  basis.  A material  weakness  is  a 
deficiency,  or  combination  of  deficiencies,  in  internal  control,  such  that  there  is  a reasonable 
possibility  that  a material  misstatement  of  the  entity’s  financial  statements  will  not  be  prevented 
or  detected  and  corrected  on  a timely  basis.  A significant  deficiency  is  a deficiency,  or  a 
combination  of  deficiencies,  in  internal  control  that  is  less  severe  than  a material  weakness,  yet 
important  enough  to  merit  attention  by  those  charged  with  governance. 
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Report  on  Internal  Control  Over  Financial  Reporting  and  on 
Compliance  and  Other  Matters  Based  on  an  Audit  of 
Financial  Statements  Performed  in  Accordance  With 
Government  Auditing  Standards 


Our  consideration  of  internal  control  over  was  for  the  limited  purpose  described  in  the  first 
paragraph  of  this  section  and  was  not  designed  to  identify  all  deficiencies  in  internal  control  over 
financial  reporting  that  might  be  material  weaknesses  or  significant  deficiencies.  Given  these 
limitations,  we  did  not  identify  any  deficiencies  in  internal  control  that  we  consider  to  be 
material  weaknesses.  However,  material  weaknesses  may  exist  that  have  not  been  identified. 
We  did  identify  a certain  deficiency  in  internal  control,  described  in  the  accompanying  Schedule 
of  Findings  and  Questioned  Costs  (Exhibit  10)  as  finding  2013-001  that  we  consider  to  be  a 
significant  deficiency. 

Compliance  am I Other  Mutters 

As  part  of  obtaining  reasonable  assurance  about  whether  Alabama  Institute  for  Deaf  and  Blind's 
financial  statements  are  free  of  material  misstatement,  we  performed  tests  of  its  compliance  with 
certain  provisions  of  laws,  regulations,  contracts  and  grant  agreements,  noncompliance  with 
which  could  have  a direct  and  material  effect  on  the  determination  of  financial  statement 
amounts.  However,  providing  an  opinion  on  compliance  with  those  provisions  was  not  an 
objective  of  our  audit,  and  accordingly,  we  do  not  express  such  an  opinion.  The  results  of  our 
tests  disclosed  no  instances  of  noncompliance  or  other  matters  that  are  required  to  be  reported 
under  Government  Auditing  Standards. 

Alabama  Institute  for  Deaf  and  Blind's  Response  to  Findings 

Alabama  Institute  for  Deaf  and  Blind’s  response  to  the  finding  identified  in  our  audit  is  described 
in  the  accompanying  Auditee  Response.  Alabama  Institute  for  Deaf  and  Blind's  response  was 
not  subjected  to  auditing  procedures  applied  in  the  audit  of  the  financial  statements  and. 
accordingly,  we  express  no  opinion  on  it. 
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Report  on  Internal  Control  Over  Financial  Reporting  and  on 
Compliance  and  Other  Matters  Based  on  an  Audit  of 
Financial  Statements  Performed  in  Accordance  With 
Government  Auditing  Standards 

Purpose  of  this  Report 

This  report  is  intended  solely  to  describe  the  scope  of  our  testing  of  internal  control  and 
compliance  and  the  result  of  that  testing,  and  not  to  provide  an  opinion  on  the  effectiveness  of 
the  entity’s  internal  control  or  on  compliance.  This  report  is  an  integral  part  of  an  audit 
performed  in  accordance  with  Government  Auditing  Standards  in  considering  the  entity’s 
internal  control  and  compliance.  Accordingly,  this  communication  is  not  suitable  for  any  other 
purpose. 


Ronald  L.  Jones 
Chief  Examiner 


Department  of  Examiners  of  Public  Accounts 


Montgomery,  Alabama 


May  15,2014 
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Report  on  Compliance  for  Each  Major  Federal  Program  and 
Report  on  Internal  Control  Over  Compliance  Required  by 

OMB  Circular  A-l 33 


Independent  Auditor's  Report 


Dr.  John  Mascia,  President 
Alabama  Institute  for  Deaf  and  Blind 
Talladega,  Alabama 

Report  on  Compliance  for  Each  Major  Federal  Prosram 

We  have  audited  Alabama  Institute  for  Deaf  and  Blind's  compliance  with  the  types  of 
compliance  requirements  described  in  the  OMB  Circular  A-133  Compliance  Supplement  that 
could  have  a direct  and  material  effect  on  each  of  Alabama  Institute  for  Deaf  and  Blind’s  major 
federal  programs  for  the  year  ended  September  30,  2013.  Alabama  Institute  for  Deaf  and  Blind's 
major  federal  programs  are  identified  in  the  Summary  of  Examiner’s  Results  Section  of  the 
accompanying  Schedule  of  Findings  and  Questioned  Costs.  The  financial  statements  of 
Alabama  Institute  for  Deaf  and  Blind  Foundation,  Inc.  were  not  audited  in  accordance  with  OMB 
Circular  A-133.  accordingly,  this  report  does  not  extend  to  the  Alabama  Institute  for  Deaf  and 
Blind  Foundation,  Inc. 

Manasement ’s  Responsibility 

Management  is  responsible  for  compliance  with  the  requirements  of  laws,  regulations,  contracts 
and  grants  applicable  to  each  of  its  federal  programs. 

Auditor's  Responsibility 

Our  responsibility  is  to  express  an  opinion  on  Alabama  Institute  for  Deaf  and  Blind’s  compliance 
for  each  of  Alabama  Institute  for  Deaf  and  Blind’s  major  programs  based  on  our  audit  of  the 
types  of  compliance  requirements  referred  to  above.  We  conducted  our  audit  of  compliance  in 
accordance  with  auditing  standards  generally  accepted  in  the  United  States  of  America;  the 
standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by 
the  Comptroller  General  of  the  United  States;  and  OMB  Circular  A-133,  Audits  of  States,  Local 
Governments,  and  Non-Profit  Organizations.  Those  standards  and  OMB  Circular  A-133 
require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
noncompliance  with  the  types  of  compliance  requirements  referred  to  above  that  could  have  a 
direct  and  material  effect  on  a major  federal  program  occurred.  An  audit  also  includes 
examining,  on  a test  basis,  evidence  about  Alabama  Institute  for  Deaf  and  Blind's  compliance 
with  those  requirements  and  performing  such  other  procedures  as  we  considered  necessary  in  the 
circumstances.  We  believe  that  our  audit  provides  a reasonable  basis  for  our  opinion  on 
compliance  for  each  major  federal  program.  However,  our  audit  does  not  provide  a legal 
determination  on  the  Alabama  Institute  for  Deaf  and  Blind’s  compliance. 
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Report  on  Compliance  for  Each  Major  Federal  Program  and 
Report  on  Internal  Control  Over  Compliance  Required  by 

OMB  Circular  A-133 


Opinion  on  Each  Major  Federal  Program 

In  our  opinion,  Alabama  Institute  for  Deaf  and  Blind  complied,  in  all  material  respects,  with  the 
compliance  requirements  referred  to  above  that  could  have  a direct  and  material  effect  on  each  of 
its  major  federal  programs  for  the  year  ended  September  30,  2013. 

Report  on  Interna I Control  Over  Compliance 

The  management  of  Alabama  Institute  for  Deaf  and  Blind  is  responsible  for  establishing  and 
maintaining  effective  internal  control  over  compliance  with  the  types  of  compliance 
requirements  referred  to  above.  In  planning  and  performing  our  audit  of  compliance,  we 
considered  Alabama  Institute  for  Deaf  and  Blind’s  internal  control  over  compliance  with  the 
requirements  that  could  have  a direct  and  material  effect  on  a major  federal  program  to 
determine  the  auditing  procedures  that  are  appropriate  in  the  circumstances  for  the  purpose  of 
expressing  an  opinion  on  compliance  and  to  test  and  report  on  internal  control  over  compliance 
in  accordance  with  OMB  Circular  A-133,  but  not  for  the  purpose  of  expressing  an  opinion  on  the 
effectiveness  of  internal  control  over  compliance.  Accordingly,  we  do  not  express  an  opinion  on 
the  effectiveness  of  the  Alabama  Institute  for  Deaf  and  Blind’s  internal  control  over  compliance. 

A deficiency  in  internal  control  over  compliance  exists  when  the  design  or  operation  of  a control 
over  compliance  does  not  allow  management  or  employees,  in  the  normal  course  of  performing 
their  assigned  functions,  to  prevent,  or  detect  and  correct,  noncompliance  with  a type  of 
compliance  requirement  of  a federal  program  on  a timely  basis.  A material  weakness  in  internal 
control  over  compliance  is  a deficiency,  or  combination  of  deficiencies,  in  internal  control  over 
compliance,  such  that  there  is  a reasonable  possibility  that  material  noncompliance  with  a type  of 
compliance  requirement  of  a federal  program  will  not  be  prevented,  or  detected  and  corrected,  on 
a timely  basis.  A significant  deficiency  in  internal  control  over  compliance  is  a deficiency,  or 
combination  of  deficiencies,  in  internal  control  over  compliance  with  a type  of  compliance 
requirement  of  a federal  program  that  is  less  severe  than  a material  weakness  in  internal  control 
over  compliance,  yet  important  enough  to  merit  attention  by  those  charged  with  governance. 

Our  consideration  of  the  internal  control  over  compliance  was  for  the  limited  purpose  described 
in  the  first  paragraph  of  this  section  and  was  not  designed  to  identify  all  deficiencies  in  internal 
control  over  compliance  that  might  be  material  weaknesses  or  significant  deficiencies.  We  did 
not  identify  any  deficiencies  in  internal  control  over  compliance  that  we  consider  to  be  material 
weaknesses,  as  defined  above.  However,  material  weaknesses  may  exist  that  have  not  been 
identified. 
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Report  on  Compliance  for  Each  Major  Federal  Program  and 
Report  on  Internal  Control  Over  Compliance  Required  by 

OMB  Circular  A-133 


Purpose  of  the  Report 

The  purpose  of  this  report  on  internal  control  over  compliance  is  solely  to  describe  the  scope  of 
our  testing  of  internal  control  over  compliance  and  the  results  of  that  testing  based  on  the 
requirements  of  OMB  Circular  A-133.  Accordingly,  this  report  is  not  suitable  for  any  other 
purpose. 


Montgomery,  Alabama 
May  15,  2014 


Ronald  L.  Jones 
Chief  Examiner 

Department  of  Examiners  of  Public  Accounts 
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Schedule  of  Findings  and  Questioned  Costs 

For  the  Year  Ended  September  30,  2013 


Section  I - Summary  of  Examiner’s  Results 

Financial  Statements 

Type  of  opinion  issued: 

Internal  control  over  financial  reporting: 
Material  weakness(es)  identified? 

Unmodified 

Yes 

X 

No 

Significant  deficiency(ies)  identified? 

X Yes 

None  reported 

Noncompliance  material  to  financial 
statements  noted? 

Yes 

X 

No 

Federal  Awards 

Internal  control  over  major  programs: 
Material  weakness(es)  identified? 

Yes 

X 

No 

Significant  deficiency(ies)  identified? 

Yes 

X 

None  reported 

Type  of  auditor’s  report  issued  on  compliance 
for  major  programs: 

Any  audit  findings  disclosed  that  are  required 
to  be  reported  in  accordance  with 
Section  5 10(a)  of  OMB  Circular  A-133? 

Unmodified 

Yes 

X 

No 

CFDA  Number(s) 

Name  of  Federal  Program  or  Cluster 

84.181 

Special  Education  - 
Families 

Grants  for  Infants  and 

Dollar  threshold  used  to  distinguish  between 
Type  A and  Type  B programs:  $300,000.00 


Auditee  qualified  as  low-risk  auditee? 


X Yes  No 
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Schedule  of  Findings  and  Questioned  Costs 

For  the  Year  Ended  September  30,  2013 


Section  II  - Financial  Statement  Findings  (GAGAS) 


Ref. 

No. 

Type  of 
Finding 

Finding/Noncompliance 

Questioned 

Costs 

2013-001 

Internal 

Control 

Findina: 

Internal  Control  is  defined  as  a process  designed  to 
provide  reasonable  assurance  regarding  the 

achievement  of  objectives  in  the  following  categories: 
Effectiveness  and  efficiency  of  operations;  Reliability 
of  financial  reporting;  and  Compliance  with  applicable 
laws  and  regulations.  In  order  to  ensure  reliable 

financial  reporting,  a system  of  internal  controls  should 
include  maintaining  subsidiary  listings  which  support 
the  amounts  on  the  financial  statements.  During  testing 
it  was  discovered  that  one  of  the  accounts  payable 
subsidiary  ledgers  differed  from  the  general  ledger  by 
$21,219.71.  The  Institute  attempted  to  reconcile  the 
subsidiary  to  the  general  ledger  at  year-end.  The 
reconciliation  did  not  take  into  account  reconciling 
items  noted  in  the  prior  year  audit  that  were  not 
corrected  in  the  current  year.  Also,  after  testing  and 
review  of  the  reconciliation  it  was  determined  that  both 
the  general  ledger  and  the  subsidiary  ledger  contain 
errors  of  indeterminable  amounts.  However,  the  errors 
do  not  appear  to  be  material,  but  could  be  significant. 

Recommendation: 

The  Institute  should  reconcile  accounts  payable 
subsidiary  ledgers  to  the  general  ledger. 

Section  III  - Federal  Awards  Findings  and  Questioned  Costs 


Ref. 

No. 

CFDA 

No. 

Program 

Finding/Noneompliance 

Questioned 

Costs 

No  matters  were  reportable. 
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ALABAMA  INSTITUTE  FOR  DEAF  AND  BLIND 


Office  of  the  President 


AIDB 


Established  1858 


June  9,  2014 


Mr.  Ronald  Jones,  Chief  Examiner 
Education  Audit  Division 
Department  of  Examiners  of  Public  Accounts 
P.  O.  Box  302251 

Montgomery,  Alabama  36130-2251 
Dear  Mr.  Jones: 

Attached  please  find  the  Auditee  Response  of  the  Alabama  Institute  for  Deaf  and  Blind 
to  the  finding  in  the  audit  completed  by  the  Examiners  of  Public  Accounts  for  the  year 
ended  September  30,  2013. 

Should  further  information  be  needed,  please  let  me  know. 


Sincerely, 


John  Mascia,  Au.D. 
President 


JM/amf 


pc:  Mrs.  Lesley  Bollendorf 


Attachment 


P.  O.  Box  698  (35161)  • 205  E.  South  Street  • Talladega,  Alabama  35 1 60  • (256)  76 1 -3200  • mascia.john@aidb.state.al. us 


ALABAMA  INSTITUTE  FOR  DEAF  AND  BLIND 


AIDB 


Established  1858 


Office  of  the  President 


Auditee  Response 

For  the  Year  Ended  September  30,  2013 


Alabama  Institute  for  Deaf  and  Blind  has  prepared  and  hereby  submits  the  following  Auditee 
Response  for  the  finding  included  in  the  Schedule  of  Findings  and  Questioned  Costs  for  the  year 
ended  September  30,  2013. 

Finding 

Ref. 

No. Response 


2013  - 001  Finding:  Internal  Control  is  defined  as  a process  designed  to  provide  reasonable 
assurance  regarding  the  achievement  of  objectives  in  the  following  categories: 
Effectiveness  and  efficiency  of  operations;  Reliability  of  financial  reporting;  and 
Compliance  with  applicable  laws  and  regulations.  In  order  to  ensure  reliable 
financial  reporting,  a system  of  internal  controls  should  include  maintaining 
subsidiary  listings  which  support  the  amounts  on  the  financial  statements.  During 
testing  it  was  discovered  that  one  of  the  accounts  payable  subsidiary  ledgers 
differed  from  the  general  ledger  by  $21,219.71.  The  Institute  attempted  to 
reconcile  the  subsidiary  to  the  general  ledger  at  year-end.  The  reconciliation  did 
not  take  into  account  reconciling  items  noted  in  the  prior  year  audit  that  were  not 
corrected  in  the  current  year.  Also,  after  testing  and  review  of  the  reconciliation  it 
was  determined  that  both  the  general  ledger  and  the  subsidiary  ledger  contain 
errors  of  indeterminable  amounts.  However,  the  errors  do  not  appear  to  be 
material,  but  could  be  significant. 


Response:  Procedures  are  currently  being  implemented  to  ensure  no  general 
ledger  entries  are  made  to  the  control  account  and  all  internal  transactions  are  set 
up  properly  to  ensure  entries  are  applied  to  both  ledgers.  Reconcilements  will  be 
performed  monthly. 
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